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The International Investment Position of the United States: 
Developments in 1969 

The net international investment po
sition of tho United States improved by 
$1.5 biUion in 1969 as total U.S. assets 
rose $11.1 billion and total liabilities 
rose only $9.6 billion. The rise in the 
value of U.S. direct investments abroad, 
including reinvested earnings, was $5.8 
billion, slightly more than the rise in 
1968. However, the net flow of cor
porate funds was slightly more favorable 
to the balance of payments than in 1968 
because earnings on direct investments 
rose sharply The ratio of U.S. reserve 
assets to liabilities to foreign official 
agencies moved favorably, reflecting the 
1969 surplus on the official reserve trans
actions balance; at the same time, the 
ratio of U.S. reserve assets to liquid 
liabilities continued to fall, reflecting the 
large liquidity deficit. 

i . OTAL international assets of the 
United States—including official reserve 
assets—rose $11,064 million in 1969 
and U.S. liabilities to foreigners rose 
$9,542 million. As a result, the net 
international investment position im
proved by $1,522 million, which was 
substantially greater than the small 
improvement of only $152 million in 
1968. At yearend 1969, total assets 
exceeded total liabilities by $67,046 
million. 

This article first considers the factors 
accounting for the recent changes in 
the U.S. net international investment 
position (table 1). The composition of 
the shifts in the total value of assets 
and liabilities from yearend to yearend 
is then discussed, noting the contribu

tions of balance of payments flows, rein
vested earnings, and valuation changes, 
as well as changes in coverage and 
statistical discrepancies (tables 2 and 3). 
In addition, the changing structure of 
the relation between the liquidity of 
U.S. assets and the liquidity of U.S. 
liabilities is analyzed (table 4 and chart 
9). 

A major part of the article is devoted 
to discussion of U.S. direct investment 
abroad and the flows associated with 
such investments. A summary is given 
in table 5 and detailed figures for 1969 
are published here for the first time in 
tables 5 through 11. Foreign direct 
investment in the United States (tables 
12 and 13) and portfolio investments 
(tables 14 and 15) are also discussed. 

Changes in the Net 
International Position 

Changes in the net international 
investment position of the United 
States reflect three major factors (table 
1). The first is net recorded balance of 
payments capital flows, which must be 
equal to the current account (the bal
ance on goods, services, and unilateral 
transfers) adjusted for errors and 
omissions.* In effect, a surplus on the 
current account adjusted for errors and 
omissions allows an improvement in our 
net investment position. The second is 
reinvested earnings of U.S. affiliates 
abroad minus reinvested earnings of 
foreign enterprises in the United States. 
Earnings of U.S. affiliates abroad not 
sent back to the United States as in
come (and thus not included in the 
current account) improve our invest-

NoTE.—Significant contributions were also 
made by Julius Freidlin, Russell SchoU and 
Zalic Warner. 

1. If the errors and omissions in tho balance of payments 
accounts could be idcntilled, a part would presumably go 
into recorded capital flows and a part Into recorded goods, 
services, and unilateral transler accounts. The two accounts 
would then bo equal. 

ment position. The third factor is the 
net change in valuation of outstanding 
U.S. investments abroad and foreign 
investment in the United States (in
cluding adjustments in the various 
series for changes in coverage and 
statistical discrepancies); these are also 
not included in the balance of payments 
accounts. Essentially, we improve our 
net investment position by transferring 
abroad real goods and services or by 
reinvesting foreign earnings abroad, but 
the position is also affected by changes 
in valuation of outstanding assets and 
liabilities. 

From the mid-1950's through 1966, 
we had a rather consistent rise in our 
net investment position, which largely 
reflected a strong trade balance and 
growing income on investments (and 
thus a surplus on the current account), 
as well as a moderate growth in rein
vested earnings; these factors were 
only partly offset by adverse valuation 
adjustments. However, In 1967 (when 
the valuation adjustment was par
ticularly adverse), and in 1968 (when 
the trade balance dropped sharply), 
the net investment position rose only 
nominally. 

Our net position showed a $1.5 
billion improvement in 1969. Net re
invested earnings amounted to $2.1 
billion and, more importantly, there 
was an extremely favorable impact 
of over $3.0 billion due to valuation 
and price changes affecting outstand
ing portfolio holdings. (In 1968, valu
ation adjustments had been unfavor
able.) As prices in the U.S. stock 
market declined in 1969, the value of 
outstanding U.S. stocks held by for
eigners declined almost $3.0 billion, 
thus reducing U.S. liabilities to for
eigners. In addition, rising long-term 
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interest rates in the United States 
reduced bond prices and the value of 
outstanding foreign holdings of U.S. 
bonds fell by almost another $1.0 
billion. These shifts were only partly 
offset by a $1.0 billion decline in the 
value of outstanding foreign bonds 
held by U.S. residents which resulted 
from rising interest rates abroad. (Val
uation adjustments to outstanding U.S. 
holdings of foreign stocks were small.) 

On the other hand, the net invest
ment position was adversely affected by 
the $3.7 billion net inflow of capital 
recorded in the balance of payments. 
This, in turn, reflected a $2.8 billion 
negative errors and omissions (a sharp 
deterioration from 1968) and a $0.9 
billion deficit on current account ($0.5 
billion more than in 1968). The de
terioration in the current account 
largely reflected a sharp increase in 
l^ayments to foreigners on their dollar 
holdings due mainly to the sharp rise 
in U.S. interest rates; there was little 
change in the trade balance. 

There are reasons to believe that our 
investment position improved by more 
than the recorded amount in 1969. 
Available figures on Eurodollar market 
holdings suggest that a substantial part 
of the increased outflow from the United 
States on errors and omissions reflected 
flows of U.S. funds to the Eurodollar 
market. Such flows would increase U.S. 
assets abroad, but are not reflected in 
the recorded capital flows nor in the 
investment jiosition. If rough allowance 
is made for such unrecorded flows to 
the Eurodollar market, it appears that 
the net investment position might have 
improved by perha^js as much as $3.0 
billion, rather than $1.5 biUion. 

While the net change in our invest
ment position can be considered to be 
accounted for by the factors just dis
cussed (the current account adjusted 
for errors and omissions, reinvested 
earning and valuation adjustments), 
capital flows, of course, may have a 
major impact on trade, services, and 
earnings. To the extent this occurs, the 
change in the net investment position 
is not determined independently of 
capital flows. On the other hand, an 
outflow of capital from the United 
States does not necessarily result in a 

net change in the U.S. international 
investment position unless one of the 
factors mentioned also is influenced. 
These questions were discussed more 
fully in the Investment Position article 
in the October 1969 SURVKY. 

Changes in U.S. Assets and 
Liabilities 

The composition of changes in assets 
and liabilities was quite different in 
1969 than in 1968 (tables 2 and 3). The 
increase in U.S. nonliquid assets abroad 
was $9.8 billion in 1969, about $1.0 
bilhon lower than in 1968. Outflows of 
capital recorded in the balance of pay
ments were slightly lower in 1969. More 
importantly, price adjustment to the 
value of outstanding foreign securities 
held by U.S. residents was large and 
adverse in 1969 while it Avas favorable 
in 1968. This shift offset the favorable 
impact of an increase in reinvested 
earnings. As a result, the increase in 
assets due to factors other than capital 
flows was only $2,393 million in 1969, 
compared with $3,125 miflion in 1968. 

The increase in U.S. nonliquid li
abilities was only $1.2 billion in 1969, 
following a $11.0 billion increase in 
1968. This $10 billion shift reflected a 
sharp fall in the inflow of nonliquid 

funds from abroad as recorded in the 
balance of payments, and a large swing 
in price adjustments to foreign port
folio holdings in the United States, 
mostly reflecting the decline in prices 
of U.S. stocks. 

The lower inflow of funds from abroad 
reflected smaller purchases of private 
U.S. securities by foreigners, and very 
large adverse shifts by foreign official 
agencies in their holdings of long-term 
time deposits at U.S. banks (table 2, 
line 33) and of "nonliquid" U.S. 
Treasury securities (table 2, line 37). 
These transactions by foreign official 
agencies are some of the "special finan
cial transactions" which have distorted 
the liquidity balance in recent years. 

Shifts in liquid assets and liabilities 
of the United States in 1968 and 1969 
were even more striking. In the earlier 
year, U.S. liquid assets—i.e., U.S. 
monetary reserves—rose $880 million, 
while liquid liabilities rose only $495 
million, producing a $385 million im
provement in our net liquidity position. 
(The change in liquid liabilities in
cluded a $214 million adjustment for 
changes in coverage. Excluding this 
adjustment, the balance of payments 
flows were an $880 million increase in 
reserves and a $709 miUion increase in 
liquid liabilities. The difference is equal 

T a b l e 1 . — F a c t o r s A c c o u n t i n g f o r C l i a n g c s i n t h e N e t I n t e r n a t i o n a l I n v e s t m e n t P o s i t i o n 
o f t l i e U n i t e d S t a t e s 

[Millions of dollars] 

Item 

Balance on goods, services, and unilateral transrers (surplus 
(+)) — . 

Adjustmcntfor: Errors and omissions (receipts (+)) 

Equals: 

Plus: 

Plus: 

Eiiuals: 

Addendum: 

Net recorded balance of payments capital 
flows (outflow (+)) 

Change In U.S. assets (increase (+)) 
Change In U.S. liabilities (increase ( - ) ) . 

Net reinvested earnings (increase (+)) 

Changes in net valuation and other adlust-
ments 
ot which: Changes in covorago ond statis

tical discrepancies 

change in net International Investment posi
tion oftho United states 

Change in U.S. assets (Increaso (+)) 
Change in U.S. liabilities (Increase ( - ) ) . 

Net International Investment position ot tho 
United states at end of period ' 

Averago 

1051-65 1056-60 1061-66 

-498 

300 

-197 
1,002 

-1,109 

070 

-370 

n.a. 

102 
2,143 

-2,041 

37,237 

1,002 

173 

1,175 
3,283 

-2,108 

990 

1-699 

n.a. 

1,466 
4,138 

-2,673 

44,566 

3,838 

-910 

2,927 
6,097 

-2,170 

1,072 

' -249 

n.a. 

'3,426 
' 6,038 
-3,611 

' 61,698 

1006' 

2,492 

-614 

1,978 
6,209 

-3,321 

1,400 

3,367 
6,037 

-1,070 

06,066 

1067' 

2,243 

-1,088 

1,165 
8,008 

-0,863 

1,168 

-2,006 

297 

307 
9,591 

-0,284 

65,372 

1068' 

-336 

-614 

-848 
8,601 

-9,409 

1,687 

-687 

198 

162 
11,687 

-11,635 

65,624 

1969 1' 

-885 

-2,841 

-3,726 
8,604 

-12,330 

2,101 

3,147 

-188 

1,522 
11,064 

-9,542 

67,046 

' Revised. » Preliminary. n.a. Not available. 
1. Includes an adjustment for direct investment in Cuba omitted from tho data eflectivo 1900. 
2. The not position at tlio end of a given period is equal to tho position at the end of tho preceding period plus tho total 

net change during tho period. 
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Table 2.—International Investment Posit ion of t l ie United S t a t e s a t Yearend t 
IMillions of dollars] 

Typo of investment 

Total} 

1060' 19061 1968 1909 p 

Western Europe 

1908' 1060 p 

Canada 

1968' 1000 p 

Japan 

1068' 1900 p 

Latin American 
Republics and 
otherWcstern 
Hemisphere 

1068' 

Other foreign 
countries 

1068' 1909 p 

International 
organizations 

and 
unallocated t 

1968' 1009 p 

NET INTERNATIONAL INVEST
MENT POSITION OP THE 
UNITED STATES 

U.S. assets abroad. 

Nonliquid 

Private 

Long-term 

Direct investments' 
Foreigndollarbonds 
Other foreign bonds 
Foreign corporate stocks 
Claims reported by U.S. bonks. . . 
Other! 

Short-term. 

Claims reported by U.S. bonks. . 
Other < 

U.S. Oovornment. 

Long-term credits * 
Repoyoble in dollars. 
Other ' , 

Foreign currencies and other claims. 

Liquid: U.S. monetary reserve assets... 

Gold 
Convertible currencies 
IMF gold tranche position. 

44,566 

86,768 

60,409 

40,430 

44,447 

31,866 
4,891 

633 
3,984 
1,698 
1,376 

4,983 

3,694 
1,389 

16,970 

14,087 
N.A. 
N.A. 

2,802 

19,369 

17,804 

U.S. liabilities to foreigners. 

Nonliquid 

Private 

Long-term 

Direct investments 
Corporoto and other bonds 
Corporate stocks 
Liabilities reported by U.S. bonks. 

To private foreigners 
To foreign olliciol ogencies. 

1,665 

41,202 

19,654 

10,382 

18,418 

6,910 
049 

9,302 
7 

Other* 

Short-term < 

U.S. Government. 

Certain liabilities to foreign olliciol 
agencies' 

Other 

Liquid 

To private foreigners'. 

To banks ' . . . 
Toothers ' . 

To foreign ofliclal agencies... 

Reported by U.S. banks. . . 
U.S. Treasury obilgotions. 

Addenda: Total liquid liabilities.. 

Private, reported by U.S. banks 
U.S. Treasury Marketable or conver

tible bonds and notes 
U.S. Treasury bills, certlflcates, and 

other obligations 
Gold deposits of IMF 

1,560 

064 

272 

2 
271 

21,549 

0,139 

4,818 
4,321 

12,410 

4,019 
8,301 

21,649 

11,062 

10 2,326 

8,101 

61,698 

120,457 

105,007 

81, 628 

71,376 

40,474 
0,115 
1,050 
5,048 
4,317 

'2,371 

10,153 

7,735 
2,418 

23,470 

20,318 
14,068 
5,350 

3,161 

16,460 

13,806 
781 
863 

68,769 

29,644 

27,302 

26,394 

8,797 
876 

14, 699 
613 

393 
120 

'1,010 

968 

2,282 

496 
1,786 

20.115 

12,009 

7,410 
5,400 

16,206 

5,014 
10,202 

20.116 

17,105 

3,530 

8,356 
34 

66,624 

146,772 

131,002 

102, 610 

80, 629 

04,983 
10,565 
1,139 
6,452 
3,367 
3,023 

12, 090 

8,711 
4,279 

28,543 

25,040 
19,067 
5,073 

2,603 

15,710 

10,802 
3,628 
1,200 

81,248 

47, 634 

42,800 

40,353 

10,815 
4,214 

10, 561 
3,106 

825 
2,341 

2,607 

2,637 

4,744 

2,723 
2,021 

33, 614 

20,103 

14,472 
6,631 

13,611 

6,699 
7,012 

33,014 

24,467 

10 1,667 

7,260 
230 

67,046 

167,836 

140,872 

110,162 

90, 020 

70,763 
10, 670 
1,133 
0,963 
3,037 
3,604 

14,123 

9,000 
4,517 

30, 720 

28,210 
21, 071 
6,230 

2,510 

10,004 

11,860 
2,781 
2,324 

90,790 

48,872 

43, 046 

40, 080 

11,818 
4,800 
18,140 
2,490 

083 
1,607 

3,738 

2,060 

4,027 

2,045 
2,282 

41,018 

28,007 

23,665 
5,242 

13, Oil 

7,227 
6,784 

41,918 

34,064 

1,617 

6,218 
219 

-8,521 

39,721 

36,198 

28,177 

24,738 

19,407 
652 
104 

2,809 
627 

1,140 

3,430 

1,181 
2,268 

8,021 

7,805 
0,730 
1,076 

210 

3,623 

3,623 

48,242 

30,034 

28,056 

26,301 

7,750 
3,366 
13,186 

17 

6 
11 

1,082 

1,755 

2,878 

1,029 
1,849 

17,308 

10,307 

8,872 
1,435 

7,001 

2,730 
4,271 

17,308 

12,681 

1,183 

3,644 

-14,090 

41,373 

38, 503 

30,310 

26,721 

21, 564 
683 
24 

2,816 
464 

1,200 

3,580 

1,418 
2,171 

8,283 

8,034 
0,981 
1,063 

240 

2,780 

20,800 

31,810 

31,806 

31,796 

30,581 

10,635 
5,095 
741 

3,201 
228 
881 

1,214 

633 
081 

22,650 

34,323 

34,323 

34,308 

32,600 

21,076 
6,110 
802 

3,400 
208 
999 

1,708 

826 
882 

(•) 

2,780 (•) 

55,463 

32,707 

29,600 

27,462 

8,510 
3,770 
12,100 

54 

64 

3,012 

2,048 

3,207 

1,251 
1,966 

22,760 

16,807 

15,383 
1,614 

6,860 

3,360 
2,509 

22, 756 

10, 686 

1,086 

1,084 

11,010 

7,829 

6,468 

6,187 

2,669 
69 

3,286 
1 

N.S.S. 
N.S.S. 

173 

281 

1,301 

1,334 
27 

3,181 

2,649 

N.S.S. 
N.S.S. 

532 

N.S.S. 
N.S.S. 

3,181 

2,610 

384 

181 

11,773 

7,489 

6,327 

6,040 

2,834 
87 

2,060 
(•) 

N.S.S. 
N.S.S. 

178 

278 

1,102 

1,129 
33 

4,284 

3,789 

N.S.S. 
N.S.S. 

496 

N.S.S. 
N.S.S. 

4,284 

3,770 

272 

242 

1,463 

5,732 

5,731 

5,006 

1,682 

1,050 
309 

(•) 
74 
122 
127 

3,323 

3,114 
209 

726 

077 
677 
100 

49 

1 

4,279 

950 

930 

848 

181 
(•) 

0 
058 

N.S.S. 
N.S.S. 

(•) 
91 

11 

- U 

3,329 

N.S.S. 

N.S.S. 
N.S.S. 

N.S.S. 

N.S.S. 
N.S.S. 

3,329 

2,090 

9 

1,230 

1,591 

6,469 

0,408 

6,737 

2,110 

1,218 
266 
(') 
398 
88 
141 

3,027 

3,372 
255 

731 

698 
699 
99 

33 

1 

16.100 

24,923 

24,923 

19, 653 

16,103 

13.101 
721 
211 
101 

1,377 
502 

3,660 

2,889 
601 

6,270 

5,237 
4,644 
603 

16,863 

26,261 

26, 261 

20, 430 

10, 046 

13,811 
688 
242 
114 

1,330 
761 

3,493 

2,805 
688 

6,822 

5,702 
6,120 
072 

30 

20,881 

27,034 

27, 034 

13, 777 

12,314 

9,160 
1,507 

83 
177 

1,113 
274 

1,463 

994 
469 

13,267 

10,005 
0,700 
4,205 

2,202 

23,232 

29,542 

29,542 

14,972 

13, 266 

10, 043 
1,600 

06 
219 
957 
373 

1,706 

1,185 
521 

14, 670 

12,382 
7,066 
4,416 

2,188 

14,812 

17,552 

5,370 

4,113 

4,112 

3 2,731 
1,381 

1 

1,267 

1,262 
1,262 

6 

12,182 

10, 802 

4,878 

1,020 

906 

853 

176 

'̂lo 
656 

N.S.S. 
N.S.S. 

12 

143 

33 

8,823 

4,050 

4,015 

3,803 

182 
149 

2,364 
866 

345 
511 

262 

212 

36 

9,398 

3,042 

3,696 

3,341 

193 
141 

2,150 
626 

310 

200 

320 

254 

47 

33 

3,849 

N.S.S. 

N.S.S. 
N.S.S. 

N.S.S. 

N.S.S. 
N.S.S. 

3,849 

2,654 

61 

1,234 

35 

4,773 

3,406 

786 
2,619 

1,368 

1,266 
112 

4,773 

4,601 

30 

142 

47 

6,760 

4,002 

1,902 
2,100 

1,094 

1,043 
51 

5,766 

6,642 

33 

81 

6,163 

2,767 

2,209 

2,101 

43 
96 
659 

1,203 

N.S.S. 
N.S.S. 

200 

108 

458 

359 
99 

3,396 

N.S.S. 

N.S.S. 
N.S.S. 

N.S.S. 

N.S.S. 
N.S.S. 

3,306 

2,383 

36 

977 

6,310 

2,648 

2,060 

1,833 

106 
63 
758 
097 

N.S.S. 
N.S.S. 

1,290 

2,749 

1,113 

1,113 

1,113 

634 
148 
431 

431 

210 

236 

479 

205 
214 

3,702 

N.S.S. 

N.S.S. 
N.S.S. 

N.S.S. 

N.S.S. 
N.S.S. 

3,702 

3,077 

33 

062 

(•) 

1,627 

597 

"'"607" 

1,030 

230 
800 

1,627 

180 

25 

1,186 
230 

' Revised 
p Preliminary. 
N.A. Not available 
•Less than !t600,000 (± ) . 
tineiudcs U.S. gold stock. 
N.S.S. Not shown separately. 
1. Unrevised except where indicated; otherwise tlie dota are os published in tiie SunvEy, 

October 1069. 
2. Excludes data for Cuba after 1969. 
3. For the most part represents the estimated investment in shipping companies registered 

primarily In Panama and Liberlo. 
4. These items mostly reflect transactions by U.S. nonbonk residents os reported in lines 

39,40,65, and 56 in balance of payments table 1, SURVEY, September 1970, page 36. However, 
the long-term position doto given here include estimates for reol estate. Insurance, estates, 
and trusts, and prior to 1961, tlie short-term position dato Include an omissions estimate. 

6. Also Includes poid-ln capital subscription to International llnancial institutions (other 

tlion IMF) ond outstanding amounts of miscellaneous claims which hove been settled through 
Internotional agreements to bo poyobio to the U.S. Government over periods in excess of 1 
year. Excludes World War I debts that are not currently being serviced. 

0. Includes indebtedness which the borrowermay contractually, or ot Its option, repoy with 
its currency, with o third country's currency, or by delivery of moterlols or tronsfer of 
services. 

7. Bepresents U.S. Government liabilities that ore held In reserve assets of olllelol mone
tary institutions. Also includes U.S. Government notes held by tho Canadian Government 
in connection with the 1904 Colombia River power rights arrangements. 

8. Includes llobilltles to intcmotionai ond rcglonol organizotions. 
(I. As reported by U.S. bonks: ultlmoto ownership is not identllled. 
10. A slgnlllcont change in reporting coverogc of the dota occurred between this period ond 

the preceding period. 

NOTE.—Data (or Japan arc presented for tlic first time; tiic estimates are based on develop
ments since 1916. 
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to the $171 million surplus in the 
liquidity balance recorded for 1968.) 

In 1969, on the other hand, U.S. 
reserve assets rose $1,254 million, while 
liquid liabilities rose $8,304 million, 
producing a deterioration in our net 
liquidity position of $7,050 million. 

SURVEY O F CURRENT BUSINESS 

is equal to the recorded deficit in bal
ance of i)ayments on the liquidity basis 
for 1969.) 

Liquidity structure 

The (!Volution of the liquidity struc
ture of U.S. assets and liabilities can be 

(Considering only balance of jiayments conveniently analyzed in terms of the 
flows, the difference between tiie in- ratios computed in tabic 4 and shown 
crease in reserves and the increase in in chart 9. I t must be recognized, how-
liquid liabilities is $7,012 million, which ever, that within each of the categories 

T a b l e 3 . — C l i a n g e s i n t l i e I n t e r n a t i o n a l I n v e s t m e n t P o s i t i o n o f t i i e U n i t e d S t a t e s 
K e c o n c i l e d w i t l i B a l a n c e o f P a y m e n t s C a p i t a l F l o w s 

[Millions of dollars] 

Lines 
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85 
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16 
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76 
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October 1970 

of assets and liabilities used, the degree 
of liquidity of the various components 
is difficult to judge and can vary con
siderably. This difficulty increases when 
a number of categories arc combined. 
Partly reflecting these considerations, *• 

Liquidity Ratios: Outstanding U.S. Assets 
Abroad to Liabilities to Foreigners by 
Degree of Liquidity 

Ratio 

2.0 -

MONETARY COMBINATIONS 

* 3 

Q 1 1 1 1 1 1 1 1 1 1 

3 .0 

LIQUID AND LESS 
LIQUID COMBINATIONS 

2.5 

2.0 - v^^ -

g 1 1 1 1 1 1 1 1 1 1 

3.0 

LEAST LIQUID COMBINATIONS 

2 .5 - -

1.5 - -

.5 - -

0 

I 9 6 0 6 1 6 2 6 3 6 4 6 5 6 6 6 7 6 8 6 9 

Note,-Refer to table 4 tor data 

US Department ol Commerce. Otfrce ot Business Economics 70-10-9 
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Table 4.—Liquidity Ratios: Outstanding U.S. Assets to Liabilities to Foreigners by Degree of Liquidity 
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Ratios 

MONETAKY COMBINATIONS 

Bcscrvcs 

Liabilities to foreign olliciol agencies 

Reserves 

All liquid liabilities 

Reserves 

All liquid liabilities ond nonliquid liabilities to foreign ofllciol"" 
agencies 

LIQUID AND LESS-LIQUID COMBINATIONS 

Reserves ond short-term privoto cloims 

Llobilltles to foreign olliciol agencies 

Reserves and sliort-term private cloims 

All liquid liobiiitlcs and nonliquid llobilltles to foreign olliciol" 
agencies 

Reserves ond short-term privoto cloims 

Liquid nnd neor-llquid llobiiitics, excluding portfolio 

LEAST LIQUID COMBINATIONS 

Reserves, short-term privoto claims, ond portfolio investment 

Liquid and neor-liquld liobllities, including portfolio 

Total U.S. osscts obrood 

Total U.S. liflbilltics to foreigners 

1900 

1.50 

.90 

.90 

1.9« 

1.13 

1.08 

1.04 

2.08 

1961 

1.49 

.80 

.80 

2.00 

1.08 

1.04 

.00 

1.90 

1902 

1.25 

.72 

.71 

1.78 

1.01 

.97 

1.00 

2.03 

1063 

1.10 

.04 

.03 

1.63 

.94 

.92 

.95 

2.02 

1904 

1.00 

.57 

.50 

1.06 

.93 

.91 

.93 

2.01 

1005 

0.02 

.63 

.62 

1.52 

.80 

.83 

.88 

2.05 

1960 

0.03 

.50 

.48 

1.59 

.82 

.79 

.80 

2.08 

1907 

0.70 

.45 

.41 

1.38 

.75 

.71 

.77 

1.94 

1968 

0.85 

.47 

.41 

1.65 

74 

.70 

.72 

1.81 

1909 

40 

.37 

.07 

.03 

.00 

the assets and liabilities compared in 
the various ratios aro not necessarily of 
equal liquidity. 

The ratio of U.S. reserves to U.S. 
liabilities to foreign official agencies 
(ratio Ai) largely reflects the influence 
of the balance of payments as computed 
on the official reserve transactions basis. 
It is also influenced by the method of 
financing the official balance, i.e., 
whether it is financed by a change in 
U.S. reserves or an increase in liabilities. 
Reflecting the behavior of all ratios, 
when the ratio is greater than 1.0 (and 
reserves exceed liabilities, as from 1960 
to 1963) a deficit of a given size will 
cause a greater reduction in the ratio 
if it is financed by an increase in lia
bilities than if it is financed by a de
crease in reserves. When tho ratio is 
1.0 or less, a given loss of reserves has 
a greater adverse impact than an equal 
increase in liabilities. Of course, in 
judging the adequacy of U.S. reserves 
one must also take into account the 
absolute level of reserves and liabilities, 
as well as the ratios. 

Reflecting the substantial deficits 
in the official settlements balance. 

the Ai ratio shows a consistent decline 
from 1960 through 1967, although it 
flattened in the mid-1960's when the 
balance temporarily improved. In 1968 
and 1969, however, when the official 
balance was in substantial surplus, the 
ratio improved. At end 1969, it stood at 
about 1.0 (about the same as end 
1964)—that is, U.S. reserves were equal 
to our liabilities to foreign official 
agencies. Of course, with the large 
official deficit in the first half of 1970, 
the ratio dropped significantly lower. 

The ratio of U.S. reserves to all U.S. 
liquid liabilities (As) is similarly influ
enced by the liquidity deficit and 
whether it is financed by an increase 
in liabilities or a decline in reserves. 
This ratio has also shown a rather con
sistent decline reflecting the persistent 
deficits in the liquidity balance. At end 
1969, the ratio was 0.4 (i.e., reserves 
were less than half of our liquid 
liabilities). 

Including certain nonliquid liabilities 
to foreign official agencies (which reflect 
special financial transactions that are 
considered to distort the liquidity 
balance) with liquid liabilities and 
recomputing the ratio (ratio Aa), gives 

essentially the same impression as the 
ratio of reserves to only liquid lia
bilities. However, the adjusted ratio is 
somewhat lower than the Ao ratio 
reflecting the growth in holdings of 
nonliquid securities by foreign official 
agencies. 

While U.S. reserves are the most 
highly liquid assets that are available 
to defend the value of the dollar, part 
of private short-term claims of banks 
and nonbanks can be considered suf-
flciently liquid to provide an offset to the 
liquid liabilities. Ratios Bi, B2 and B3 
compare U.S. reserves plus short-term 
private claims to various combinations 
of liquid and less-liquid liabilities. The 
comparison with liabilities to foreign 
official agencies (Bi) indicates that such 
assets were about twice such liabilities 
in the early 1960's, declined to 1.38 in 
1967 but then rose to 1.81 by end 1969. 
Not only is the level of the ratio consist
ently higher than the ratio of reserves 
alone to liabilities to official foreign 
agencies (Ai), but the deterioration 
from 1960 to 1969 is less pronounced. 
This indicates that the decline in U.S. 
reserves was to some extent offset by a 
buildup of generally less-liquid short-
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term private claims. Some of these 
claims, such as Eurodollar and money 
market holdings of banks and nonbanks, 
are quite liquid; others, such as trade 
credits, loans and brokers' claims are 
significantly less so. 

The ratios of U.S. reserves and short-
term private claims to liquid and less-
liquid liabilities (B2 and B3) behave in 
a manner similar to the more monetary 
ratios computed in A2 and A3. However, 
the deterioration from 1960 to 1969 is 
not quite as strong, and the levels are 
somewhat more favorable. (Less liquid 
liabilities in ratio B2 are the "nonliquid" 
liabilities to foreign official agencies. 
Less-liquid liabilites in ratio B2 also 
include short-term private liabilities of 
nonbanks, such as brokers' liabilities, 
trade credits and loans from foreigners, 
a good part of which are probably not 
easily liquidated.) 

Looking at a wider spectrum of assets 
and liabilities, in ratio Cj, U.S. port
folio assets are added to reserves and 
short-term private claims and com
pared with foreign portfolio assets in the 
United States, as well as with liquid and 

other less-liquid liabilities (as used in 
ratio B3). The impression is similar to 
that given by the more liquid combina
tions as A3 and B3; however, the 
deterioration is noticeably less pro
nounced. Of course, the value of port
folio holdings could decline sharply if 
either U.S. residents or foreigners at
tempted to liquify any substantial 
amounts of their holdings. This is one 
reason they cannot be considered as 
liquid as some of the other items 
discussed. 

In general, it appears that there is a 
persistent tendency for the structure of 
U.S. assets to become relatively less 
liquid compared with the structure of 
U.S. liabilities. The proportion of 
liquid (or liquid and less-liquid) assets 
to total assets has tended to fall, while 
the proportion of liquid (or liquid and 
less-liquid) liabilities to total liabilities 
has shown relatively little change. For 
example, liquid liabilities plus non-
liquid liabilities to foreign official agen
cies have persistently remained about 
one-half of total liabilities. 

The ratio of total assets to total 
liabilities (C2) is not intended to meas-

T a b l e 5 . — F l o w s o f C e r t a i n U . S . C o r p o r a t e F u n d s — C h a n g e s i n F o r e i g n A s s e t s a n d 
L i a b i l i t i e s , A d j u s t e d E a r n i n g s , a n d F e e s a n d R o y a l t i e s 

[Millions of doliors) 

Item, debits (—), credits (-I-) 

Net flow. 

Ch ange In direct investment position. 
Balance ot poy ments flows 
Reinvested earnings 
Other adjustments 

Other corporslc claims. 
Long-term 
Short-term' 

Corporate liabilities other than new 
issues of securities 

Long-term 
Short-term i 

New issues of securities^-
Of which: Used for direct investment 

Deposited aliroad {short-
term corporate claims) 

Adjusted e a r n i n g s ' 
Re inves ted comings 
Incomo on U . S . direct invest

m e n t s obrood 

F e e s a n d royal t ies f rom U .S . direct 
inTCstment 

OITset to " o t h e r a d j u s t m e n t s " in 
d i rec t inves tment 

Totol 

1905 1900 ' 1907 ' 19G8' 1969 » 

2,114 

-4,994 
-3,408 
-1,642 

10 

368 
- 8 8 
450 

136 
29 

107 

191 
-5S 

6,505 
1,642 

3,903 

924 

- I G 

2,033 

-5,325 
- 3 , 001 
-1,739 

76 

- 4 3 4 
- 1 1 2 
- 3 2 2 

459 
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279 

694 
-445 

-143 

6,784 
1,739 

4,046 

1,030 

- 7 5 

2,821 

-4,692 
-3,137 
-1,598 

43 

- 6 9 0 
- 2 8 1 
- 3 0 9 

448 
86 

303 

446 

-B78 

-90 

6,116 
1,598 
4,517 

1,136 

-43 

5,311 

-6,492 
-3,209 
-2,175 

- 1 0 8 

- 9 9 2 
- 2 2 0 
- 7 7 2 

1,149 
715 
434 

2,144 
-785 

-1,139 

7,148 
2,175 

4,973 

1,246 

108 

Western Eu rope 

1905 I 9 6 0 ' 1007 ' 1908 ' 1909 •> 

6,578 

- 5 , 7 8 0 
- 3 , 0 7 0 
- 2 , 5 3 2 

- 1 7 8 

- 3 5 8 
- 4 2 4 

GO 

969 
691 
278 

1,029 
-031 

-187 

8.171 
2,532 

5,030 

1,3G9 

178 

-1,8SG 
-1,470 
-408 

31 

2G 
30 

- 4 

119 
23 
90 

191 
n.a. 

1,176 
408 

708 

382 

-31 

-141 

-2,249 
-1,834 

-435 
20 

-444 
- 7 9 

-365 

371 
192 
179 

694 
n.a. 

1,164 
435 

729 

443 

-20 

414 

-1,C70 
-1,458 
-209 

67 

-221 
-70 

-146 

325 
04 

201 

446 
n.a. 

1,118 
2G9 

849 

473 

- 6 7 

2,962 

- 1 , 6 0 3 
- 1 , 0 0 1 

- 4 5 6 
- 4 0 

- 7 3 8 
- 1 4 8 
- 6 0 0 

1,141 
708 
433 

2,144 
n.a. 

,361 
450 

005 

Sll 

46 

2,471 

-2,147 
-1,168 

-845 
-144 

180 
-131 

311 

806 
637 
109 

1,029 
n.a. 

1,871 
845 

1,020 

588 

144 

' Revised. " Preliminary. n.a. Not ovailable. 
1. Excludes broljeraBO cloims ond liabilities. 
2. Now issues of securities sold abroad by U.S. corporotions exclude securities Issued by subsidiaries incorporated abroad 

and also exclude funds obtoined by U.S. corporotions througli bonlc loans nnd other credits. However, securities Issued by 
subsidiaries incorporated in the Netherlands Antilles are Ircotcd os 11 they hod been issued by U.S. corporotions If tho proceeds 
of such Issues ore transferred to U.S. porent componles. 

3. For tt discussion of this concept see the technical appendix. 

ure changes in the liquidity structure 
of our position. It focuses, instead, on 
the relative amount by which assets 
exceed liabilities, similar to the way the 
net international investment position 
focuses on the absolute difference be- *' 
tween total assets and total liabilities. 
This ratio was about 2.0 in 1960, 
essentially remained at that level 
through 1966, and then declined in 1967 
and 1968 as total assets and total 
liabilities both rose by about the same 
amount. Even in 1969, when there was 
a $1.5 billion improvement in the net 
international investment position, the 
improvement was not sufficient to pre
vent a further small decline in the ratio. 

U.S. Direct Investments 
Abroad 

The value of U.S. direct investments 
abroad increased by $5.8 biflion in 1969, 
about $0.3 billion more than in 1968 -
(table 5). The 1969 increase brought the 
book value of such assets to $70.8 bil
lion, or 45 percent of the value of all 
U.S. foreign assets. Capital outflows of 
$3.1 billion for direct investments 
abroad in 1969, which includes the use 
of both U.S. funds and funds raised 
abroad by U.S. corporations, were only 
marginally below the 1967 and 1968 
level, but substantially below 1966 out
flows of $3.7 billion. Reinvested earn
ings rose $357 million to $2.5 billion in 
1969, but this was not as sharp an 
increase as that which occurred between 
1967 and 1968. 

A large number of international 
transactions must be examined in order 
to determine the balance of payments 
impact of U.S. direct investments 
abroad. These associated floAvs have 
have been combined -with the explicit 
direct investment flows in table 5. Bal
ance of payments signs are used and 
therefore increases in U.S. claims 
abroad are shown as minuses. (It should 
be noted that some of the accounts 
include items such as trade credits 
which are not related to direct invest
ment.) 

In addition to the outflow of direct 
investment funds, one needs to know 
how much is borrowed abroad by U.S. 
corporations, either directly from for
eign banks and others, or by new issues 
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of securities abroad. Furthermore, the 
various uses of the proceeds of bor
rowings—whether they are used to fi
nance direct investments abroad at the 
time of borrowing, or are repatriated 
to the United States, or are left on 
deposit abroad for later utilization— 
have quite different impacts on the bal
ance of payments. The disposition of 
the U.S. corporations' share of earnings 
of foreign affiliates—whether they are 
returned to the United States as income 
on direct investments or are reinvested 
abroad—has significant implications for 
the balance of payments, as does the 
amount of fees and royalties received 
by U.S. parents from their direct in
vestments abroad. These effects are 
summarized in table 5. (As discussed 
in the Investment Position article in 
the October 1969 Survey there are a 
number of influences of U.S. corporate 
international transactions on the 
balance of payments which cannot be 
fully segregated and reflected in the 
table.) 

The net flow of corporate funds in 
1969 associated with the identifiable 
transactions had a favorable impact on 
the balance of payments of $5.6 billion, 
an improvement of $0.3 billion over 
1968. (The $2.5 billion improvement 
between 1967 and 1968 was probably 
associated with the Foreign Direct 
Investment Program which was made 
mandatory at the beginning of 1968.) 

In 1969, the change in the direct 
investment position was adverse by 
$288 million more than in 1968. This 
mostly reflected an increase in rein
vested earnings as capital outflows 
showed a small improvement. Long-
term corporate claims (other than 
direct investment) shifted adversely 
by $204 million in 1969; most of this 
shift was accounted for by the receipt 
of long-term notes as a result of the 
liquidation of a major U.S. direct 
investment in Latin America. The 
entries in this account and in the direct 
investment capital flows account due 
to the liquidation are mostly offsetting. 

Borrowing abroad by corporations 
was down sharply in 1969; new issues of 
securities declined by $1.1 billion and 
other inflows from borrowing (as re
flected in other corporate liabilities) 
declined by $180 million. Partly associ

ated with the $1.3 billion adverse move
ment in borrowing was an improvement 
of $838 million in short-term claims. 
In 1968, when borrowing abroad was 
much higher, corporations left a sub
stantial part of the funds borrowed on 
deposit abroad which caused a sharp 
increase in short-term claims. The net 
effect of the change in borrowing and 
in short-term claims was an adverse 
movement of $0.5 billion from 1968 to 
1969. 

The major improvement among all 
these accounts was in adjusted earnings 
on direct investments abroad, which 
increased by $1.0 billion to $8.2 billion 
in 1969. Income receipts accounted for 
$0.7 billion of the increase while the 
remainder was reinvested abroad. Foes 
and royalties showed a $123 million 
improvement between 1968 and 1969. 

The $1.1 billion improvement in 
earnings and fees and royalties exceeded 
the adverse effects of the other flows 
by about $150 million; the remainder 

of the overall improvement of $267 
million came from the offset to tho 
direct investment valuation ad
justments. 

Country and industry distribution 
of direct investment 

The developed countries, which in
cludes Canada, Western Eurojie, Aus
tralia, New Zealand, South Africa, and 
Japan accounted for $4.2 billion or 73 
jiercent of the $5.8 billion growth in the 
book value of direct investments during 
1969 (table 6, chart 10). In 1968, these 
areas accounted for $3.4 billion or 62 
percent of the $5.5 billion total rise in 
direct investments. U.S. investment in 
Canadian affiliates increased by $1.5 
billion during 1969, while investment in 
the European Economic Community 
(EEC) increased by $1.2 billion. 

Investments in less developed coun
tries rose over $1.2 billion last year, 
obout $0.2 billion less than hi 1968. 
The gain would have been about the 

Annual Additions to Direct Investments Abroad by Industry and Major Area 

Billion $ (ratio scale) 

.2 

BY INDUSTRY 

Petroleum 

J_ _L _l_ _L 

- BY AREA 

CHART 10 

Billion $ 
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Latin America > 

I I I I I i 

I960 62 64 66 

1. Includes'other Western Hemisphere' 

U.S. Department of Commerce. Office of Business Economics 
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same in both years except for the in
voluntary sales of majority interest in 
two mining enterprises to the Chilean 
Government and the sale of a public 
utility company to the Peruvian Gov
ernment. Despite these sales, invest
ment in the Latin American Republics 
increased by $0.6 billion. Direct in
vestment in the international, unallo
cated category rose less than $0.3 

billion in 1969, after rising $0.4 billion 
in 1968. 

While the total value of U.S. direct 
investments abroad is not affected by 
valuation adjustments made as a result 
of capital flow between primary and 
secondary foreign affiliates, country 
values are adjusted as shown in table 7. 
And, although not shown in table 7, 
industry values are also affected. 

Manufacturing. U.S. ownership in 
foreign manufacturing affiliates increased 
$3.0 billion during 1969 to almost $30.0 
billion at yearend. In 1968, the increase 
was $2.2 billion. Last year's gain re
flected reinvested earnings of $1.9 
billion and capital outflows of $1.1 
billion. Direct investnients in manu
facturing have shown the greatest in
crease in value of any industry since 
1960 (table 9). 

Table 6.—U.S. Foreign Direct Investnients , 

(Millions 

Area nnd country ' 

A.—Book value at yearend ' 

1008' 

Totnl 
Mining 

& smelt
ing 

Pctro-
loum 

Manu
factur

ing 

Trans
portation 
& utili

ties 

Trado Other 

1969 1' 

Total 
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& 
smelt

ing 

Petro
leum 

Manu
factur

ing 

Trans
portation 
& utili

ties 

Trado Other 

All areas - -

Developed countries 

Canada 

Europe ' 

United Kingdom 

European Economic Community-

Belgium and Luxembourg. 
Franco 
Ocrmany 
Italy 
Netlicrlonds 

Other Western Europe.. 

Denmark 
Norway 
Spain 
Sweden 
Switzerland., 
Other < 

Japan 

Australia, New Zealand, and South Africa. 

AustraUa 
New Zealand. 

I South Afrlca.-

Less developed countries _-

Latin American Republics and other Western Hemis
phere 

Latin American Republics.. 

Mexico 
Panama. . . 
Other Central America ' . 
Argentina 
mazli 
Chilo 
Colombia 
Peru 
Venezuela 
Other* , 

Other Western Ilemisplierc' 

Other Africa« 

Liberia. 
Libya... 
Other... 

Middle Eas t ' 

Other Asia and Pacific. 

India 
Philippines. 
Otlier 

International, unallocated. 

64,983 

43,500 

19,635 

19,407 

0,004 

9,012 

981 
1,004 
3,786 
1,275 
1,009 

3,701 

204 
201 
682 
610 

1,437 
701 

1,050 

3,608 

2,062 
100 
090 

18,753 

13,101 
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010 
695 

1,166 
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632 
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2,027 
499 

2,068 
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174 
062 
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(*•) 
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4,636 

1,603 

2,140 

14 
292 
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479 
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135 
281 

8 
202 

405 

787 

148 
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3,680 
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' " > „ 83 
(") 

323 
(••) 
1,780 

169 
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1,407 

700 

1,656 

763 

(") 
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1,469 

26,414 

21,716 

8,668 

10,796 

4,243 

6,399 

601 
1,340 
2,285 

017 
655 

1,165 

48 
62 

300 
139 
336 
276 

522 

1,830 

1,412 
85 

333 
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3,711 
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68 

104 
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00 

382 
66 
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3 
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(•) 
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157 
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26 
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88 
469 
137 

99 

257 

124 
37 
06 

1,671 

1,346 

1,261 

180 
340 
42 
57 
197 
39 
58 
51 
258 
29 

04 

67 

24 
0 

38 

20 

239 
41 
01 
107 

6,295 

4,410 

2,513 

1,691 

446 

540 

205 
83 
113 
72 
82 

009 

3 
21 
29 
8 

625 
32 

21 

185 

748 
37 
39 

1,825 

1,456 

1,019 

101 
235 
162 
360 
75 
271 
26 
101 
188 
143 

430 

117 

160 
060 

20 

56 

196 
100 
305 
681 

61 

70,763 

47,701 

21,075 

21,654 

7,168 

10,194 

1,210 
2,091 
4,262 
1,423 
1,218 

4,202 

309 
223 
677 
604 

1,600 
883 

1,218 

3,85̂ 1 

2,936 
163 
755 

20,000 

13,811 

11,607 

1,031 
1,071 

030 
1,244 
1,033 

846 
684 
704 

2,008 
654 

2,144 

2,216 

172 
776 

1,268 

1,829 

2,145 

204 
741 

1,110 

3,061 

6,635 

3,316 

2,764 

72 

2 

17 

(•) 
10 

(") 

9) 
62 

1 

(•) 
(*) 

24 

479 

395 
- 1 
84 

2,321 

1,922 

1,340 

130 
19 
8 

09 
462 

443 

60 

676 

343 

(*•) 
(") 

275 

3 

53 

(") 

19,986 

10,447 

4,359 

4,805 

1,663 

2,243 

67 
206 

1,007 
606 
318 

008 

197 
103 
110 
304 

- 3 0 
308 

447 

836 

(•*) 
168 

7,830 

3,722 

3,079 

35 
230 
164 

(••) 
100 

(") 
342 

(") 
1,771 

100 

043 

1,598 

843 

1,654 

856 

C") 
1,708 

29,450 

24,282 

9,389 

12,225 

4,565 

0,340 

700 
1,518 
2,760 

716 
060 

1,320 

68 
02 

205 
170 
380 
360 

639 

2,029 

1,607 
89 

374 

5,167 

4,347 

4,077 

1,108 
90 

113 
780 

1,112 
65 

220 
97 

410 
07 

270 

80 

(•*) 
(") 

79 

80 

660 

143 
270 
247 

2,676 

722 

629 

84 

10 

53 

2 
8 
22 
3 
18 

15 

(•) 
(•) 

8 

^*'l 
0 

6 

4 

4 
(•) 
(•) 
794 

695 

620 

28 
66 
120 

' ' \ 
' ' \ 
^'\ 18 
55 

74 

5 

(••) 

86 

1 
43 
42 

1,159 I 

6,832 

4,043 

1,221 

2,415 

465 

048 

214 
100 
284 
106 
175 

1,012 

49 
34 

120 
112 
641 
165 

101 

306 

160 
39 

112 

1,787 

1,406 

1,308 

101 
346 
43 
08 

188 
41 
03 
59 

276 
33 

98 

71 

24 
0 

41 

28 

282 
44 
07 

140 

7,181 

4,892 

2,713 

1,954 

606 

692 

237 
91 

128 
02 
51 

796 

4 
24 
38 
8 

714 
33 

25 

200 

814 
30 
28 

2,101 

1,720 

1,230 

133 
322 
182 
387 
108 
288 
30 

106 
180 
159 

484 

118 

148 
709 

21 

56 

207 
105 
332 
080 
193 

'Revised. K Preliminary. "Less than $600,000±. ••Combined In other Industries. 
1. Tiio valuo of investments in spccllled industries and countries is affected by capital 

flows among foreign ainiiates as shown in table 7. 
2. Does not mean that all countries grouped in an "other" or regional category have U.S. 

direct investment at any given time. 
3. Direct investment statistics do not show any investments In Eastern 
4. Includes Austria, Cyprus, Finland, Gibraltar, Orecce, Orceniand, 

Malta, Portugal, Turkey, and Yugoslavia. 

Europe. 
Iceland, Ireland, 
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The developed countries accounted 
for $2.6 billion of the 1969 increase in 
manufacturing, with Western Europe 
receiving about $1.4 billion. European 
machineiy industries, electrical and 
nonelectrical, were major recipients of 
cai^ital outflows for manufacturing di
rect investments in 1969 (table 10). 
Investment in German manufacturing 
affiliates rose nearly $0.5 billion, of 

which reinvested earnings contributed 
$0.3 billion. There were large flows of 
funds to • German subsidiaries from 
parents early in the year, but after the 
mark revaluation and before the end of 
the year, most of the funds were re
turned to the United States. Common 
Market countries other than Germany 
had an increase in investment of nearly 
$0.5 billion, more than double the rise 

in 1968. In the United Kingdom in
vestment was up $0.3 billion during 
1969, with the bulk of the increase 
from reinvested earnings. Investment 
in manufacturing enterprises in "other 
Western Europe" increased by only 
$0.2 billion as losses incurred in the 
start up of new petrochemical and 
other manufacturing plants in Spain 
limited the growth in reinvested 
earnings. 

Selected Data I t ems , Countries, and Industries 

of dollars] 

B.—Net capital outflows 
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760 
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U .S . sharo in reinvested earnings 
of foreign corporations 
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6. Includes Costa Rica, El Salvador, Guatemala, Honduras, and Nicaragua. 
0. Includes Bolivia, Dominican Republic, Ecuador, Haiti, Paraguay, and Uruguay. 
7. Includes all of the Western Ilemisplicre cxccjit Canada and the 10 Latin American 

Republics Included in lino 20. 

8. Includes United Arab Reiiublic (Egypt) and all other countries in Africa except South 
Africa. „ ,, , , • 

9. Includes Bahrain, Iran, Iraq, Israel, Jordan, Kuwait, Lebanon, Qatar, Saudi Arabia, 
Southern Yemen, Syria, Truclal States, Oman, and Yemen. 
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Table 7.—Net Capital Flows Between 
Primary and Secondary Foreign Adiliatcs 

[Millions of dollars; net inflow ( —)] 

1065 

-8 

43 

22 
-22 
-9 
77 
-2 
-22 

-8 

-6 
-5 
8 

-0 

-27 

1066 

16 

30 

-6 
-16 
-7 
28 
47 

-16 

-6 

4 
•> 

7 
-10 

-40 

1967 

1 

10 

6 
-3 
13 
30 

-15 
-21 

-20 

-1 
3 
10 

-32 

9 

1968 

-1 

-5 

-3 
-2 
8 

-11 
4 

-1 

6 

-3 
1 

-2 
10 

(•) 

1900" 

-19 
6 

11 
6 

-28 
26 

3 
- 1 

-13 
3 

Canada 

Europe 

France 
Germany 
Italy 
Switzerland 
United K ingdom 
Other 

Latin American Republics 
and other Western 
Hemisphere . 

Argentina 
Mexico 
Panama 
Other 

Other countries 

" rrcliniiuarv. 
• Less than $50Q,000±. 

The value of manufacturing eiitei--
prises in tlie less developed eoiintries 
increased by only $0.5 billion in 1969, 
with the bulk of the rise going to the 
Latin American Republics. 

Petroleum. Investindnt in jietroleum 
afliliat^s amounted to $20.0 billion at 
the end of 1969, an increase of $1.1 bil
lion fi'om 1968. This increase was sig
nificantly smaller than the $1.5 billion 
rise in 1968, and reflected sinaller capi
tal outflows and an adverse shift in 
reinvested earnings. During 1969, in 
fact, petroleum coniimnies actually re
ported negative reinvested earnings of 

Table 8.—Acquisitions and Sales by 
American Companies of Foreign Enter
prises ' by Area and Industry 

lMillloii.s of dollar.sl 

Area and 
industry 

1068 

Acqui
sitions 

Sales Net 

I 

All areas-

Petrolouin 
Manufacturing, 
Other industries 

Canada 

Petroleum 
Manufacturing. 
Other industries 

Europe 

Petroleum 
Manufacturing. 
Other industries 

Other areas 

Petroleum. 
Manufacturing. 
Other Industries 

800 

33 
650 
117 

137 

8 
100 
20 

616 

5 
484 
47 

147 

20 
86 
41 

220 

11 
141 
08 

3 

(•) 
2 

145 

1 
127 
17 

72 

10 
14 
49 

580 

22 
608 
40 

135 

8 
100 
20 

371 

4 
336 
30 

75 

10 
72 

- 8 

Acqul- Sales 
sitions 

Net 

805 

31 
543 
231 

222 

28 
142 
52 

466 

(') 
320 
137 

116 

2 
72 
41 

163 

(•) 
00 
73 

40 

27 
13 

60 

(•) 
37 
13 

73 

(•) 
26 
47 

642 

31 
463 
158 

182 

28 
114 
40 

416 

(•) 
292 
124 
43 

2 
47 

- 0 

* Less than $500,000. 
1. Includes ac(iuisitions and sales of minority interests. 

$59 million, compared with positive re
invested earnings of over $0.2 billion 
in 1968. Disinvestment resulting from 
repatriating earnings in excess of cur
rent earnings was particularly notice
able in the case of certain tanker 
affiliates of oil companies, and in the 
Middle East. The increase in book 
value of |)etroleuni industry invest
ments in the develo|)ed countries ac
counted for $525 million of last year's 
$1.5 billion increase, while the less de
veloped countries received $334 million; 
petroleum affiliates in the international, 
unallocated category (which is not in
cluded in cither of the preceding two 
categories) accounted for the remaining 
$239 milhoii. 

The increase in book value of Cana
dian jietroleum affiliates in 1969 was 
almost $0.3 billion, about the same as 
in 1968. The value of investments in 
European ])etroleum enterprises in
creased by less than $0.2 billion in 1969 
as cajiital outflows dropped to $0.2 bil
lion. Earnings wore negative (more so 
than in 1968) which resulted in nega
tive reinvestment of $0.2 billion; how-
over this was largely offset by positive 
valuation adjustments. 

The $334 million rise in book value 
of jietroleum investments in less de-
veloiiod countries was less than half 
the 1968 increase. The increaso in 
investment in African jietrolcum affili
ates was limited by a large fourth 
quarter build up of accounts payable 
by U.S. companies to their [iroducing 
branches, especially in Libya. Invest
ment in Middle East petroleum onter-
liriscs was jiractically unchanged from 
1968 as larger capital outflows for the 
year were offset by negative reinvested 
earnings. 

Tho increase of investment in inter
national tanker affiliates was slightly 
less than in 1968. The financing of new 
sujier tanker purchases attracted large 
capital outflows, but larger than usual 
dividend payments by several com
panies led to negligible reinvested 
earnings. 

Mining and smelting. U.S. direct in-
vostmont in foreign mining enterprises 
increased by $0.2 billion during 1969, 
much less than the rise in 1968. Re
invested earnings were the same each 
year, at about $150 million, while 

capital outflows declined from $0.4 
billion in 1968 to less than $0.1 billion 
in 1969. The involuntary sale of 51 
jiercent ownership in two Chilean min
ing ventures reduced investment by 
over $0.2 billion. Even excluding these 
transactions the rise in investment 
would have been less than in 1968 due 
to the fact that some imjiortant invest
ment projects in Australia were 
completed. 

Earnings of Foreign Affiliates 
Billion $ (ratio scale) 
10 
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Transportation and public utilities. 
(Formerly public utilities; there has 
been no change in the composition of 
this category.) The $2.7 bilhon book 

value of U.S. investments in the trans
portation and public utiUtios industries 
at the end of 1969 was essentially 
unchanged from 1968, as a small capital 

outflow was offset by negative rein
vested earnings. Capital outflows de-
chned from 1968 to 1969; flows were 
enlarged in 1968 by security issues in 

Table 9.—Selected Data o n Direct Investments Abroad, by Major Areas 

[Millions of dollars] 

Area and year 

All oreas: 
1000 
1061 
1002 
1063 
1064 
1065 
1066 
1067 
1008 
1000 

Canada: 
1060 
1061 
1002 
1003 

1965 
1066 
1067 
1068 
1069 

1060 
1001 . . . 
1062 
1063 
1064 
1065 
1966 
1007 
1068 
1069 

Japan: 
1060 
1001 
1902 
1003 
1064 
1905 
1060 
1907 
1068 
1069 

and South Africa: 
1000 
1061 
1062 
1003 
1904 

1000 
1007 
1968 
1909 

Latin American Republics 
and other ^ estern 
Hemisphere: 

1000 
1901 . . 
1062 

1964 
1006 . . 
1906 

1908 
1069 . . 

other areas: 
1060 
1001 -
1962 
1003 
1964 

1906 
1067 
1068 . . 
1909 

Book valuo at yearend 

Total 

31,805 
34,717 
37,270 
40,730 
44,480 
40,474 
64, 709 
59,491 
64,983 
70,703 

11,170 
11,602 
12,133 
13,044 
13,856 
16,318 
17,017 
18,102 
10,536 
21,076 

0,001 
7,742 
8,030 

10,340 
12,129 
13,085 
10,234 
17,026 
19,407 
21,664 

264 
302 
373 
472 
608 
076 
760 
870 

1,050 
1,218 

1,105 
1,331 
1,630 
1,783 
2,063 
2,334 
2,665 
3,172 
3,608 
3,864 

8,306 
0,230 
0,624 
9,941 

10,264 
10,880 
11,498 
12,049 
13,101 
13,810 

4,181 
4,501 
4,777 
5,160 
6,601 
0,270 
0,040 
7,372 
8,383 
0,260 

Mining 
& 

smelt
ing 

2,097 
3,094 
3,244 
3,419 
3,006 
3,031 
4,305 
4,876 
6,436 
6,636 

1,326 
1,367 
1,480 
1,640 
1,713 
1,851 
2,080 
2,342 
2,638 
2,764 

40 
48 
60 
65 
60 
54 
64 
01 
01 
72 

70 
88 

107 
145 
168 
227 
324 
410 
440 
479 

1,310 
1,332 
1,321 
1,353 
1,404 
1,474 
1,506 
1,709 
1,930 
1,022 

226 
269 
277 
317 
324 
326 
334 
340 
300 
398 

Pctro-
ioum 

10,810 
12,100 
12,726 
13, 062 
14,328 
15,208 
10,222 
17,300 
18,887 
10,085 

2,064 
2,828 
2,875 
3,134 
3,100 
3,350 
3,008 
3,819 
4,004 
4,360 

1,703 
2,162 
2,386 
2,770 
3,122 
3,427 
4,003 
4,423 
4,036 
4,806 

126 
168 
108 
200 
315 
321 
331 
347 
405 
447 

373 
433 
483 
627 
670 
010 
040 
720 
787 
836 

3,122 
3,674 
3,642 
3,030 
3,680 
3,646 
3,476 
3,473 
3,680 
3,722 

2,703 
2,045 
3,142 
3,310 
3,636 
4,032 
4,169 
4,617 
6,286 
6,816 

Manu
factur

ing 

11,061 
11,007 
13,260 
14,937 
10,936 
19,339 
22,078 
24,172 
26,414 
20,450 

4,827 
5,070 
6,312 
6,761 
6,108 
6,872 
7, 092 
8,006 
8,608 
0,389 

3,804 
4,265 
4,883 
5,034 
0,687 
7,600 
8,870 
0,708 

10, 700 
12,225 

01 
103 
122 
145 
207 
276 
334 
425 
622 
639 

602 
036 
742 
881 

1,053 
1,185 
1,332 
1,040 
1,830 
2,029 

1,521 
1,707 
1,944 
2,213 
2,607 
2,045 
3,318 
3,680 
4,006 
4,347 

206 
220 
247 
303 
383 
460 
624 
020 
003 
821 

Other 

7,007 
7,430 
8,057 
8,728 
9,652 

10,000 
12,134 
13,014 
14,248 
16,093 

2,363 
2,331 
2,457 
2,000 
2,748 
3,239 
3,028 
3,847 
4,235 
4,563 

1,076 
1,287 
1,012 
1,876 
2,364 
2,808 
3,207 
3,046 
3,014 
4,453 

38 
41 
62 
07 
77 
79 
91 
08 

123 
132 

141 
170 
200 
220 
203 
305 
354 
304 
446 
610 

2,403 
2,626 
2,617 
2,730 
2,754 
2,021 
3,141 
3,282 
3,486 
3,821 

087 
1,075 
1,113 
1,218 
1,340 
1,464 
1,022 
1,770 
2,040 
2,215 

Not capital outflows 

Total 

1,674 
1,590 
1,054 
1,070 
2,328 
3,468 
3,661 
3,137 
3,200 
3,070 

451 
302 
314 
305 
208 
062 

1,153 
408 
025 
010 

002 
724 
808 
024 

1,388 
1,479 
1,834 
1,468 
1,001 
1,158 

18 
20 
64 
08 
78 
10 
32 
34 
78 
03 

23 
89 

127 
109 
137 
176 
107 
304 
171 
153 

149 
210 
20 

235 
113 
271 
307 
290 
677 
344 

71 
230 
262 
276 
312 
602 
167 
678 
667 
732 

Mining 
& 

smelt
ing 

156 
70 
07 
85 

136 
138 
305 
330 
440 

52 

190 
0 

86 
7 

91 
61 

172 
173 
105 

60 

P 
3 
1 
2 

- 1 
1 
7 

- 2 
0 

- 0 
3 
7 

12 
11 
67 
77 
70 
22 
10 

- 6 0 
32 

- 1 3 
24 
30 
43 
60 
71 

227 
- 3 1 

22 
20 
16 
41 

2 
- 1 2 

- 5 
0 

- 1 
8 

Petro
leum 

462 
793 
000 
828 
780 
077 
885 

1,000 
1,231 
1,022 

135 
100 
160 
188 
26 

170 
165 
116 
160 
178 

273' 
376 
220 
362 
414 
342 
657 
623 
317 
204 

0 
23 
41 
65 
61 

- 3 
- 1 
(•) 
40 
27 

- 0 
42 
24 
20 
31 
43 
11 
48 
40 
23 

24 
03 

- 0 7 
6 
7 

- 7 4 
- 3 7 
- 0 6 
177 
66 

17 
189 
220 
192 
232 
490 
100 
448 
482 
634 

Manu
factur

ing 

801 
462 
712 
774 

1,034 
1,626 
1,762 
1,234 

945 
1,122 

29 
117 
12 

120 
140 
396 
666 
20 
26 

231 

607 
233 
453 
305 
010 
700 
800 
083 
662 
677 

7 
7 
9 

12 
23 
21 
22 
31 
11 
32 

24 
20 
79 
61 
04 
48 
65 

223 
83 
69 

126 
78 

133 
160 
137 
246 
160 
100 
222 
132 

9 
7 

28 
36 
60 
60 
41 
77 
40 
81 

Other 

266 
274 
239 
289 
308 
828 
718 
604 
592 
873 

88 
76 
68 
50 
42 

337 
260 
100 
230 
161 

82 
116 
183 
166 
353 
378 
277 
244 
123 
372 

3 
- 1 

4 
1 
4 
2 

11 
3 

21 
4 

11 
24 
16 
9 

32 
27 
13 
23 
26 
41 

60 
46 

- 2 4 
58 

- 0 1 
57 

126 
02 
60 

187 

22 
14 
2 
7 

28 
27 
33 
43 

130 
108 

Earnings 

Total 

3,506 
3,816 
4,235 
4,687 
6,071 
5,400 
6,702 
0,034 
7,022 
7,055 

718 
720 
825 
048 

1,106 
1,200 
1,237 
1,327 
1,400 
1,642 

760 
837 
844 
906 

1,115 
1,176 
1,101 
1,143 
1,360 
1,855 

32 
34 
33 
49 
59 
91 
01 

123 
107 
181 

162 
151 
100 
226 
229 
240 
202 
209 
320 
393 

070 
1,070 
1,170 
1,126 

244 
1,320 
1,462 
1,308 
1,674 
1,034 

016 
988 

1,168 
1,243 
1,318 
1,418 
1,409 
1,746 
2,102 
2,340 

Mining 
& 

smelt
ing 

394 
302 
372 
388 
512 
571 
059 
740 
795 
841 

88 
06 
07 

127 
101 
198 
101 
240 
275 
233 

10 
8 
5 
4 
4 
8 

10 
6 
8 

10 

25 
21 
20 
21 
30 
42 
63 
60 
04 
87 

224 
200 
230 
219 
200 
290 
360 
397 
302 
449 

47 
31 
20 
17 
21 
33 
30 
30 
65 
64 

Petro
leum 

1,302 
1,470 
1,005 
1,824 
1,808 
1,830 
1,808 
2,120 
2,440 
2,404 

08 
114 
121 
149 
170 
183 
106 
207 
243 
223 

91 
03 
00 
07 
8 

- 4 1 
- 7 0 
- 0 9 

- 1 3 7 
- 1 0 6 

14 
13 
6 

11 
4 

14 
16 
21 
20 
10 

22 
10 
28-
20 
10 
U 
22 
18 
18 
30 

370 
478 
643 
532 
639 
613 
612 
510 
631 
402 

707 
789 
938 

1,045 
1,077 
1,150 
1,201 
1,466 
1,774 
1,057 

Manu
factur

ing 

1,170 
1,203 
1,307 
1,641 
1,852 
2,022 
2,104 
2,066 
2,619 
3,186 

398 
300 
400 
525 
605 
608 
628 
613 
672 
806 

487 
630 
406 
627 
782 
860 
860 
847 

1,041 
1,462 

8 
10 
12 
28 
41 
65 
60 
85 

127 
142 

101 
89 

120 
166 
108 
167 
101 
170 
102 
223 

147 
172 
173 
171 
243 
289 
342 
209 
408 
467 

36 
42 
37 
35 
53 
66 
57 
66 
79 
95 

Other 

694 
774 
861 
834 
809 

1,037 
1,071 
1,112 
1,259 
1,432 

134 
166 
147 
147 
180 
222 
222 
207 
300 
280 

181 
236 
283 
298 
321 
360 
370 
388 
457 
570 

10 
11 
16 
10 
16 
22 
19 
10 
20 
10 

14 
22 
20 
20 
22 
30 
40 
38 
40 
53 

220 
223 
233 
203 
100 
228 
239 
213 
243 
260 

126 
127 
102 
147 
105 
170 
176 
189 
194 
236 

Incomo 

Total 

2,366 
2,768 
3,014 
3,120 
3,074 
3,063 
4,015 
4,518 
4,073 
5,039 

361 
464 
470 
455 
034 
703 
756 
700 
851 
762 

307 
480 
620 
607 
050 
708 
720 
840 
905 

1,026 

15 
15 
19 
21 
30 
47 
43 
40 
00 
70 

71 
103 
107 
97 

100 
140 
138 
138 
101 
209 

719 
824 
801 
050 

1,011 
006 

1,113 
1,190 
1,218 
1,277 

702 
876 

1,025 
1,093 
1,234 
1,310 
1,266 
1,605 
1,777 
2,204 

Mining 
& 

smelt
ing 

337 
297 
318 
321 
403 
442 
524 
696 
044 
064 

47 
61 
00 
80 

118 
110 
120 
184 
100 
162 

11 
9 
7 
0 
6 
8 

11 
7 
0 
5 

18 
14 
13 
13 
18 
30 
30 
38 
66 
07 

234 
198 
221 
210 
245 
206 
327 
365 
374 
404 

27 
25 
17 
12 
17 
22 
27 
32 
41 
30 

Petro
leum 

1,150 
1,330 
1,606 
1,716 
1,860 
1,700 
1,781 
1,089 
2,271 
2,036 

00 
78 
70 
80 

118 
122 
112 
132 
100 
162 

65 
47 
03 
73 
64 
17 
4 
6 
1 

35 

5 
3 
7 
7 
8 
9 
8 
9 
8 
7 

- 1 
2 

- 6 
3 
4 
6 
3 

- 6 
- 2 

5 

331 
438 
488 
644 
531 
476 
409 
480 
480 
472 

700 
768 
933 

1,008 
1,131 
1,169 
1,166 
1,367 
1,014 
1,963 

Manu
factur

ing 

660 
722 
740 
656 
803 

1,004 
1,116 
1,103 
1,265 
1,325 

170 
213 
221 
102 
269 
316 
354 
206 
301 
256 

241 
326 
334 
305 
427 
532 
480 
561 
582 
032 

4 
5 
4 
7 
8 

17 
18 
22 
37 
40 

45 
78 
87 
05 
05 
79 
79 
83 
82 

100 

04 
76 
71 
70 
08 

123 
147 
105 
216 
237 

20 
26 
20 
17 
26 
28 
29 
36 
48 
47 

Otlier 

318 
413 
416 
437 
622 
628 
624 
740 
703 

1,014 

78 
122 
116 
103 
129 
160 
170 
208 
221 
202 

00 
104 
122 
123 
103 
211 
226 
275 
310 
354 

0 
7 
0 
8 

14 
21 
17 
15 
16 
13 

8 
11 
13 
10 
19 
19 
17 
22 
26 
31 

00 
i ia 
111 
132 
13; 
13C 
14C 
161 
13! 
164 

46 
6( 
4' 
65 
0( 
01 
6£ 
Ot 
7' 

2,'i( 

•Less than $500,000 (± ) . 
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the United States by a U.S.-owned 
Canadian gas transmission compay. 

Negative reinvested earnings in 1969 
were mostly the result of a large 
dividend iiayment by an international 
shipping company to the U.S. parent 
out of accumulated earnings of ]5revious 
years. 

Trade and other industries. U.S. 
direct investment in trade and "other" 
industries increased $1.4 billion last 
year, up from a rise of $0.9 billion in 
1968. In devcloiicd countries the 1969 
rise was $0.9 billion. Investment in 
European trade and "other" industries 
grew by over $0.5 biUion; this was about 
double the 1968 increase and reflected 
tho need for funds both to finance rc-
cicvables and inventories of trading 
companies and for tho acquisition of 
banking, financial and service com
panies. The book value of iJ.S. invest
ment in trade and "other" industries 
in the less developed countries increased 
by $392 million with $325 million going 
to the Latin American Republics and 
other Western Hemisphere countries. 
In tho less devclo])cd countries, U.S. 
investment in agricultural entcr]uises 
and trading comjianies accounted for 
about one-third of the increase while 
most of the remainder went to service 
and finance enterprises. 

Earnings 

Earnings (not adjusted) on U.S. 
direct investments abroad in 1969 wore 
nearly $8.0 billion, u]) $0.9 billion over 
1968 (table 6D, chart 11). U.S. equity 
in the earnings of affiliates in the less 
developed countries increased moder
ately to more than $3.7 billion in 1969, 
while earnings in the develoiJed coun
tries increased sharply to $4.0 billion. 
Earnings of the international, unallo
cated category were $0.2 billion in both 
years. 

As a result of the continuing climb 
in earnings, the rate of return on all 
U.S. foreign direct investments rose to 
13.0 percent in 1969, higher than any 
year in the 1960's during which the 
average annual yield was 12.6 percent 
(chart 12). For all industries combined, 
yields in the less developed countries 
were consistently higher than those in 
the developed countries. However, most 
of this difference reflected the structure 

of the earnings distribution of petroleum 
aflSliates; earnings in petroleum pro
ducing countries are consistently re
ported as higher than those in developed 
consuming countries. When rates of 
return on manufacturing are compared, 
yields in the two areas are about the 
same. In 1969, the rate of return on 
manufactuiing investments was 12.7 
percent in the less developed countries 
and 12.9 percent in the developed 
countries; for the decade, the annual 
average return on manufacturing in
vestments in each area was 11.8 percent. 

With the rise in the rate of return on 
manufacturing investments abroad to 
12.8 percent in J969, the rate of return 
of 12.6 percent on comparable domestic 
investments ^ was exceeded for the first 

! Petroleum investments aro excluded both from manufac
turing abroad and from domestic manufacturing. While tho 
rates of return aro calculated somewhat differently (see 
chart 12), tho comparison made is probably the most 
approprioto one. 

time in a number of years. Over the past 
ten years yields on domestic invest
ments averaged 12.4 percent, only 
slightly higher than the 11.8 ]3ercent 
average on direct investments abroad. 
Their movements over the years, how
ever, have been significantly different, 
partly reflecting cyclical factors. Do
mestic yields were lower than yields 
abroad in the early 1960's reflecting 
lower profits associated with the do
mestic recession early in the decade. 
As the recovery progressed domestic 
yields surpassed those on foreign in
vestments and reached a peak of 14.7 
percent in 1966; during that year the 
return on foreign manufacturing in
vestments was only 11.5 percent. 

The gap was gradually closed during 
the next few years when economic 
expansion abroad was particularly 
strong. In 1969, the return on foreign 
investments continued to rise while 

Tabic 10.—Net Capital Outflows to Manufacturing Afliliates by Industry 
[Millions of dollars] 

Area a n d year 

All a r e a s : 
1065 
1006 
1067 
1068' 
1060" 

Canada : 
1906 
1960 
1007 
1908' 
19091' 

E u r o p e : 
1905 
1900 
1067 
1068' 
IOOOP 

Japan : 
1905 
1900 
1007 
1008' 
IOOOP 

Australia, N e w Zealand and 
South Africa: 

1065 
1066 
1067 
1008' 
1969P 

Latin American Republics and 
Other Western Hemisphere: 

1965 
1900 
1007 
1008' 
IOOOP 

other areas: 
1005 
1066 
1067 
1068' 
IOOOP 

' Revised. P Preliminary, 

Man
ufac
turing 
total 

Food 
prod
ucts 

Paper 
and 

allied 
prod
ucts 

Chem
icals 
and 

aliicd 
prod
ucts 

Rub-
l)er 

prod
ucts 

Pri
mary 
and 

fabri
cated 

metals 

1,625 
1,762 
1,234 

945 
1,122 

305 
600 
20 
26 

231 

761 
809 
083 
502 
677 

21 
22 
13 
11 
32 

48 
05 

224 
83 
00 

246 
100 
108 
222 
132 

65 
40 
05 
40 
81 

110 
108 
84 

100 
124 

18 
17 

-10 
21 
62 

41 
51 
05 
50 
54 

2 
(') 2 
(•) 
(') 

8 
23 
6 

10 
12 

51 
11 
12 
12 
1 

- 3 
0 

10 
7 
5 

00 
161 
08 

- 7 
- 1 1 

03 
126 
48 

-16 
-46 

13 
22 
11 
9 

28 

1 
1 
1 
2 

(•) 

3 
3 
4 

- 1 
- 1 

19 
(*) 3 

- 1 
6 

1 
1 
1 

(*) 1 

202 
603 
428 
293 
167 

70 
00 
68 
21 

-2 

07 
280 
201 
164 
101 

5 
(•) 7 

12 
8 

17 
17 
15 
25 
18 

82 
09 
85 
54 

- 4 

21 
17 
60 
16 
36 

16 
19 
26 
4 
9 

6 
- 2 

7 
- 8 

0 

2 
16 
2 

- 1 
(*) 

(•) 
(•) 
(•) 
(•) 

12 
- 2 

8 
6 

- 8 

- 1 
5 
0 

(') 1 

- 2 
2 
2 
6 
7 

84 
134 
242 
160 
135 

7 
24 

- 2 3 
20 
16 

60 
* 75 

100 
05 
03 

1 
1 
1 
1 

11 

-20 
10 

131 
18 
20 

20 
14 
34 
22 
24 

10 
4 

(*) - 0 
3 

Ma
chinery 
except 
electri

cal 

286 
216 
116 
71 

177 

27 
32 
2 

(•) 61 

240 
167 
65 
68 

109 

2 
4 
1 

-10 
- 8 

11 
3 

10 
0 
3 

1 
13 
17 
4 

21 

5 
6 

21 
2 
3 

Electri
cal ma
chinery 

06 
134 
115 
_2 
210 

13 
20 

(•) 
(•) 01 

63 
84 

108 
-28 
111 

7 
12 

(•) 
2 
6 

2 
- 3 

1 
10 
3 

10 
9 
1 
0 

10 

11 
4 
4 
0 

20 

Trans
porta
tion 

equip
ment 

other 
indus
tries 

405 
317 
50 
1 

173 
240 

- 7 3 
- 0 1 

176 
91 
82 
23 

- 2 

P 
• • ( , ) -

(•) 
2 
2 
1 

131 
170 
108 
320 
232 

20 
5 
1 

70 
53 

78 
124 
40 

181 
112 

3 
3 
1 
4 

11 

- 1 
7 
5 

- 1 
20 

45 
04 
29 

(•) 

•Less t h a n $500,000 ( ± ) . 
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domestic yields fell with the slowdown 
in domestic growth. 

While these cyclical developments no 
doubt had a major influence on the 
rates, other factors were also important. 
New investments require a seasoning 
period before they reach their normal 
profltability. Since a larger portion of 
manufacturing investment abroad is 
new, comjiared with domestic manu
facturing investment, this jirobably 
contributed to holding the average rate 
of return on investment abroad below 
domestic rates. Barring adverse cyclical 
develo]iments or a surge in new invest
ments, as the sizable amounts of 
new investments made abroad in the 
1960's pass from the initial startu]) 
period—when costs are high and mar
kets are being develo|)ed—to the "sea
soned" stage, total eiu'iiings and the 
rate of return should tend to imjirove. 

The increased earnings in 1969 prin

cipally reflected increases of $666 mil
lion in manufacturing industries and 
$172 million in "other" industries; 
mining and jietroleum affiliates showed 
increases of less than $50 million. 

Earnings of manufacturing affili
ates in Europe surged ujiward by 40 
jiercent to $1,462 million, with Ger
many accounting for $224 million of 
the increase. Earnings of manufatjtur-
ing affiliates in Germany were almost 
double the 1968 level, no doubt reflect
ing the strong growth there. In Canada, 
manufacturing was the only industry 
showing increased earnings in 1969 
and accounted for $806 million of 
total earnings ot $1,542 million. 

The U.S. share of earnings of iietro-
leum affiliates in the develo[)ed coun
tries dro|i|)ed from $144 million in 1968 
to $76 million in 1969. This was due to 
higher costs for ci'ude oil and products, 
mostly as the result of increased tanker 

Rates of Return' on U.S. Direct Investments Abroad and 
Domestic Manufacturing Excluding Petroleum 

CHART 12 

ALL INDUSTRIES ABROAD MANUFACTURING 
Percent 

22 -

2 0 -

Percent 

14 

Less Developed Countries 

\ 

Developed Countries 

12 - ^ 

10 -

18 

16 -

\ 
Less Developed Countries 

1 J I L I l__ I I I I 

U.S. Domestic 
Excluding Petroleum 

12 

, 0 - \ 

Developed Countries 

- 12 

10 -

I I I 

1960 62 

I I 

64 66 

I I 

68 70 

I I I 

I960 62 64 

I I 

66 68 70 

1. Return on direct rnvestrnenls represents earnrngs plus interest ron intercoinp.iny accounts) applied to book value at beginning o( year. Return on domestic 
manufacluring represents net income applied to net worth at beginning of year (as computed by First National City Bank o( New York). 

2. Data in the direct investments category 'international, unallocated" is included in the figures for all areas but excluded from the figures for developed and 
less developed countries. 

U.S. Oepartment of Commerce. Otfice of Business Economics 

costs, which eroded profits of refining 
and marketing affiliates. European pe
troleum affiliates suffered particularly 
high losses of $196 million in 1969, 
reflecting not only the higher tanker 
rates but also higher levels of explora
tion and develo])ment exjienses in the 
North Sea offshore ventures. Earnings 
of ]ietroleum affiliates in the less devel
oped countries increixsed by $126 million 
in 1969 des])ite a decline of $69 million 
in earnings in the Latin American 
Republics and other Western Hemi
sphere countries. Higher costs of pro
duction and large expenditures in 
Ecuador and Colombia, for developing 
producing fields and construction of 
pipelines and other facilities, were the 
major reasons for the decline in the 
latter area. Petroleum earnings in the 
other less develojied countries increased 
by $195 million to $1,825 million in 
1969, reflecting increased production. 
Even in these countries, however, 
earnings were constrained by higher 
taxes and other costs which were not 
matched by increases in prices for crude 
oil at the producing level. 

Direct investment income 

Income from direct investments 
amounted to $5.6 billion in 1969, an 
increase of over 13 percent from 1968; 
this was about equal to the percentage 
increase in earnings (table 6E). A 
disporportionately large share of the 
increased income—$250 million out of 
$666 million—was from affiliates in the 
international, unallocated category. 
This is largely the result of unusually 
large dividend payments by tanker 
affiliates of oil companies. Developed 
countries accounted for $91 million of 
the total increase in income and less 
developed countries $325 million. 

Income includes net interest received 
on intercompany accounts and on the 
U.S. non-bank held portion of the for
eign affiliates long-term debt. Interest 
is not included in earnings because it 
is deducted by affiliates as an expense 
item. Income out of earnings amounted 
to $5.2 billion in 1969, up by $580 
million from 1968; net interest received 
amounted to $481 miUion, an increase 
of $86 million from 1968 and double the 
1965 level of $230 million. Not all of the 
increase in interest receipts represents 
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a net gain to the U.S. balance of pay
ments because U.S. companies have to 
meet interest charges for cajiital raised 
oft'shore which was relent to their 
foreign affiliates. 

Most of the increase in income from 
manufacturing affiliates was the result 
of additional interest receipts as most of 
the $0.6 billion gain in earnings was 
reinvested and not returned to the U.S. 
as balance of payments income. Direct 
investment income receipts from jietro-
leum affiliates increased about $0.4 
biflion in 1969 and the $2.6 billion re
mitted as income slightly exceeded 
1969 earnings. 

Direct investment royalties and fees 

Royalties and fees received by U.S. 
corporations from foreign affiliates have 
grown shar])ly in recent years to nearly 
$1.4 biflion in 1969 (table 11). These 
receipts from foreign affiliates represent 
charges to cover a portion of the funds 

spent by the U.S. firms for research and 
development of new products and 
processes, as well as an allocation of the 
administrative and other expenses in
curred by parent companies on behalf 
of their foreign affiliates. Foreign manu
facturing affiliates contributed about 
$0.9 biflion, or 62 percent, of total re
ceipts of royalties and fees, and Euro
pean manufacturing affilidtes accounted 
for over half of this total. 

Foreign Direct Investments in 
the United States 

During 1969 the value of foreign 
direct investments in the United States 
rose $1.0 billion to $11.8 billion at 
yearend, following a $0.9 billion rise 
in 1968 (tables 12 and 13). Capital 
inflows ($832 million) and reinvested 
earning ($431 million) tended to increase 
investments by $1,263 million in 1969, 

Table 11.—Direct Investment Receipts of Royalties and Fees,' by Areas and Major 
Industries 

IMillions of doliors] 

Area and Industry 

Trado 

Trado 

Trade 

Other Europe (including 

Trado 
Otlior industries 

Latin American Bepublics and 

Trado 

Petroleum 

Trado 

1064 

Total 

766 

116 
470 
58 

103 

162 

15 
124 

0 
14 

306 
150 

8 
127 

6 
0 

155 

8 
109 
16 
23 

148 

32 
64 
17 
34 

146 

61 
65 
11 
22 

Royal-
tics, li
cense 

fees and 
rentals 

264 

13 
210 
22 
10 

.41 

(•) 
35 
3 
3 

147 
84 

(•) 
79 
4 
1 

13 

1 
60 
0 
6 

36 

2 
26 

6 
2 

46 

0 
21 
4 
0 

Manoije-
ment 

fees and 
service 
charges 

492 

103 
200 
36 
84 

121 

16 
89 
6 

11 

169 
66 

8 
48 
2 
8 

93 

8 
60 
0 

17 

112 

30 
39 
11 
32 

99 

42 
34 

7 
10 

1068' 

Total 

1,246 

160 
801 
112 
174 

201 

15 
105 
16 
34 

611 
269 

23 
206 
27 
12 

242 

20 
170 
16 
27 

226 

33 
119 
27 
47 

248 

68 
101 
26 
63 

Royal
ties, li
cense 

fees and 
rentals 

622 

16 
436 
43 
20 

77 

(•) 
09 
6 
1 

294 
173 

(•) 
161 

8 
3 

121 

2 
07 
12 
10 

73 

3 
60 
0 
6 

78 

0 
61 
8 

10 

Manage
ment 

fees and 
service 
charges 

724 

146 
366 
69 

145 

184 

16 
126 
10 
33 

217 
96 

23 
46 
10 
9 

121 

18 
82 
4 

17 

153 

30 
03 
18 
42 

170 

60 
50 
18 
43 

1009 >• 

Total 

1,369 

191 
863 
131 
104 

268 

10 
186 
15 
48 

688 
299 

22 
241 
22 
14 

289 

26 
204 
38 
21 

239 

39 
108 
27 
04 

276 

84 
114 
29 
46 

Royal
ties, 

license 
fees and 
rentals 

641 

30 
610 
76 
26 

02 

1 
82 
6 
4 

381 
216 

1 
194 
10 
5 

165 

3 
122 
34 

6 

74 

7 
62 
10 
6 

94 

18 
01 
0 
5 

Manage
ment 

fees and 
service 
charges 

729 

161 
343 
56 
169 

176 

10 
105 

8 
44 

207 
84 

21 
47 
0 
9 

123 

23 
82 
4 

15 

165 

32 
66 
17 
50 

181 

66 
S3 
20 
41 

"Preliminary. 'Revised * Less than $500,000 1. Excludes foreign Dim rentals. 

but this was partially offset by a $260 
rtiillion downward adjustment in the 
value of assets held by foreign-owned 
U.S. companies, primarily securities 
held by insurance companies. In 1968, 
capital inflows were much smaller but 
valuation adjustments were favorable. 

Capital inflows to the U.S. affiliates 
in 1969 reflected new investments of 
$538 million and other inflows—mostly 
shifts in intercompany accounts—of 
$294 million. New investments in man
ufacturing companies rose sharply while 
those in petroleum companies declined. 
In 1968 a foreign international petro
leum company purchased more than 
$200 miflion of stock in its U.S. sub
sidiary and there was no similar trans
action in 1969. The rise in new invest
ments in manufacturing was fairly 
widespread, but investments by Ger
man parent companies in U.S. chemical 
affiliates were particularly large. 

Capital inflows other than new in
vestments showed a $400 mflUon favor
able swing from an outflow of $107 
million in 1968. Of this shift, $310 
million was due to an increase in the 
payables (liabilities) of U.S. companies 
to their foreign parents in 1969. During 
1968 transactions on inter-company 
account had shown hardly any change. 
Besides the shifts on inter-company 
account, liquidation of direct invest
ment assets in thd United States re
sulted in outflows of only $17 mfllion 
in 1969 compared with $108 million in 
1968; this represented a favorable shift 
of $90 million. 

Despite the increased investment in 
the United States during 1969, earn
ings of foreign-owned companies de
clined slightly from $868 million in 1968 
to $834 million in 1969. This decline 
mainly reflected lower profits in the 
petroleum industry. Earnings of do
mestic corporations, including those in 
the petroleum industry, also fell in 1969. 

Even though total earnings fell 
slightly, income paid to foreign parent 
organizations, primarily dividends on 
common stock, rose to $417 million in 
1969 from $388 million in 1968. The 
lower earnings coupled with increased 
dividend payments resulted in rein
vested earnings of only $431 miflion in 
1969, down $57 million from 1968. 
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U.S. Portfolio Investnients 
Abroad 

The market value of foreign stocks 
and bonds held by U.S. residents is 
estimated at $18.7 billion at yearend 
1969, an increase of $0.5 billion during 
the year (table 2, lines, 7, 8, 9). Out
flows of U.S. funds for purchases of 
such securities totaled $1.5 bfllion dur
ing the year, but rising interest rates 
and falling bond prices resulted in a 
$1.0 billion decline in the value of out
standing holdings. 

U.S. holdings of foreign bonds re
mained unchanged from end 1968 to 
end 1969 at $11.7 bfllion. The reduction 
in value due to a sharp drop in bond 
prices was offset by net balance of pay
ments outflows to acquire additional 
bonds amounting to $1.0 biflion. Out
flows of U.S. funds to purchase new 
foreign issues of bonds amounted to 
$1.5 billion and were down slightly from 
1968; issues by the World Bank and by 
less developed countries declined, al
though new Canadian issues increased 

(table 14). Inflows due to redemptions 
and to U.S. net sales of outstanding 
bonds amounted to $0.5 billion. 

The market value of U.S. holdings of 
foreign stocks rose by nearly $0.5 bil
lion to $7.0 billion at yearend 1969, 
largely due to $0.3 billion in net pur
chases of outstanding Japanese stocks 
plus $0.2 billion in purchases of new 
issues (included in table 14); nearly half 
of tho new issues were Canadian oil 
stocks. Price changes had little impact 
on the value of outstanding holdings of 
foreign stocks. 

The significant reduction in the 
Interest Equalization Tax in April 
1969 apparently had little impact on 
foreign placements of securities in the 
United States, as nearly all new issues 
actually placed were exempt. Esca
lating domestic long-term interest rates 
during the year were an important 
factor in reducing foreign bond place
ments in 1969, particularly by the 
World Bank and less developed coun
tries. In Canada, on the other hand, 
demand pressures were quite strong, 
which led to increases in local borrow

ing and in placements in the United 
States. 

In the first half of 1970 interest 
rates in tho United States continued 
ujiward and foreign bond placements 
fell to $518 million. A significant drop 
in Canadian new issues, which was 
concentrated in tho second quarter, 
accounted for most of the decline; 
this tendency was reinforced by some
what more favorable borrowing con
ditions in Canada. 

Foreign Portfolio Investnients 
in the United States 

After an extraordinary $6.1 billion 
increase in the market value of foreign 
portfolio assets in the United States in 
1968, the value of such holdings de-
cUned by $0.8 bfllion in 1969 to $22.9 
billion at yearend (table 2, lines 29 and 
30). A $3.9 billion decline in the value of 
outstanding securities due to declining 
prices of both U.S. equities and bonds 
was only partly offset by $3.1 bfllion in 
capital inflows due to net purchases by 

Table 12.—Foreign Direct Investments in 

Area and Industry 

Total 

By area: 

European Economic Community 

Italy 

Switzerland 
Other 

Latin American Republics and other Western 
Hemisphere 

Other 

By industry: 

Pntrnlmim . . . 

Trode 

Other 

Book value at yearend 

1967 

9,923 

2,675 
7,005 
3,156 
2,405 

228 
265 
318 

86 
1,608 
1,444 

239 
1,096 

109 

108 

102 
43 

1,885 
4,181 

848 
3 2,103 

W 
816 

1968' 

10,816 

2,660 
7,760 
3,400 
2,700 

273 
288 
387 
92 

1,760 
1,661 

206 
1,238 

108 

181 

182 
43 

2,261 
4,476 

038 
3 2,306 

(') 
836 

IOOOP 

11,818 

2,834 
8,610 
3,490 
3,306 

309 
310 
617 
05 

1,066 
1,708 

109 
1,396 

114 

176 

193 
105 

2,493 
5,344 

050 
3 2,180 

W 
833 

the United States, Selected Data Items, 
[Millions of dollars] 

Not capital inllows 

1068' 

Total 

319 

- 2 6 
297 
114 
212 

25 
10 
34 

2 
141 

- 2 9 
- 7 4 

61 
- 6 

60 

- 1 0 
- 2 

231 
- 2 3 

32 
5 

47 
27 

New 
invest-
monts 3 

426 

40 
303 
100 
190 

(•) 
52 

138 
4 

4 

74 

(•) 

212 
81 
07 

60 
0 

Other 

- 1 0 7 

- 7 5 
- 6 

5 
22 
25 
10 

- 1 8 
2 
3 

- 3 3 
- 7 4 

47 
- 6 

- 1 4 

- 1 0 
- 2 

19 
- 1 0 4 
- 3 5 

5 
- 1 3 

21 

IOOOP 

Total 

832 

243 
550 
86 

303 
10 
17 

204 
- 2 
125 
101 
- 9 
107 

3 

- 3 4 

11 
62 

142 
667 

- 4 1 
66 
13 
85 

New 
invest
ments ' 

638 

84 
350 

56 
244 

5 
134 

ioB 
69 

68 
1 

26 

8 
62 

16 
401 
23 

14 
85 

Other 

294 

160 
101 

30 
110 

10 
12 
70 

- 2 
20 
42 

- 0 
49 

2 

- 6 9 

3 

(*) 

127 
166 

- 6 4 
66 

- 1 

Countries, and Industries 

Earnings' 

1968' 

868 

152 
687 
271 
285 
22 
23 
43 
6 

192 
131 
12 

113 
6 

26 

' \ 

263 
410 
81 
73 

' 3 8 
3 

1909 p 

834 

122 
658 
272 
259 

19 
25 
22 
8 

186 
127 

8 
118 

1 

41 

11 
2 

219 
414 
88 
76 

M 4 
- 6 

Incomo' 

1908' 

388 

64 
308 
140 
111 

5 
11 
7 
1 

87 
48 

7 
30 

2 

15 

(•) 
1 

100 
137 
25 
73 

528 
10 

IOOOP 

417 

47 
348 
160 
132 

0 
12 
10 
3 

101 
67 
0 

49 
2 

0 

12 
1 

124 
149 
21 
75 

136 
12 

Reinvested 
earnings > 

1068' 

488 

102 
371 
108 
173 
10 
13 
36 

4 
102 
00 
4 

81 
5 

13 

(•) 2 

143 
280 

67 

13 
- 6 

1069 p 

431 

84 
318 
107 
130 
17 
14 
13 

6 
81 
81 
3 

78 
(•) 

2'J 

(•) 
(•) 

90 
270 
02 

14 
-11 

'Revised. p Preliminary. • Less than $500,000(±). 
1. "Earnings" represents tho foreign shaie In corporate ond branch earnings; "income " 

is the amount distributed to foreign owneis, after withholding toxes, os dividends, interest 
and bronch proflts. See technical appendix for an explonation of tho relation between incomo, 
earnings, and reinvested earnings. 

2. "New investments" consists of tho flrst reported capital inflow to establish or ocquire 

a new compatiy or operation In the United States and tho cost of acquisition of addltionol 
shores of existing companies. 

3. Includes market revaluations of Eccurities held by insurance companies. 
4. Included in "Insurance." 
6. Interest paid by agency banks in the United States to foreign home olilces has been 

excluded from direct investment totals. 
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Table 13.—Value of Foreign Direct Invest
m e n t s in the United States by Major 
Industry and Conntrj—End of 1969 

(Millions of dollars] 

All areas 

Canadu 
Europe-

United Kingdom 
Netherlands 
Switzerland 
Other 

Other areas 

Total 

11,818 

2,834 
8,610 
3,406 
1,966 
1,395 
1,653 

474 

Petro
leum 

2,493 

132 
2,322 

820 
1,275 

218 

3(1 

Manu-
factur-

nig 

Insur
ance 
and 

other 
Dnancc 

Trade 
and 

other 

5,344 

1,644 
3,630 
1,176 

636 
1,026 

703 

170 

2,189 

325 
1, 760 
1,143 

65 
323 
245 

08 

1,792 

733 
802 
348 
101 
40 
397 

foreigners. In 1968, not iiurchasos by 
foreigners accoiinlod for $4.4 billion of 
the $6.1 billion increase in (lie value of 
foreign ])ortfolio assets in flic United 
States. At the end of 1969 foreigners 
held $18.1 bfllion of U.S. stocks and 
$4.8 bfllion of U.S. bonds. 

Stocks 

Tho value of foreign hold U.S. stocks 
doclinod by $1.4 billion in 1969 as 
$1.6 billion of foreign not inircliascs of 

CHART 13 

Yields on Bonds Placed Abroad by U.S. 
Incorporated Companies Compared With 
Yields on Corporate Bonds in the 
United States 

Percent 

10 

Eurodollar 
Nonconvertible 

Moody's Aaa 
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Eurodollar Convertible 

I I I 

1965 

I I I I I I I 

66 67 

I I I 

68 

I I I 

69 

I I I 

70 

corjiorate stock were more than offset 
by a $3.0 billicni decline in stock values 
due to price changes. In contrast, in 
1968, net purchases were higher at $2.1 
billion, and the value of outstanding 
stock holdings appreciated by $2.0 bil
lion. During 1968 when stock prices in 
the United States were rising, there 
was a broad foreign interest in equities, 
and foreign investment funds, which 
had been organized in the preceding 
years, made very large purchases. The 
size of the U.S. market particularly 
attracted the foreign investment funds 
because trading in large blocks of stock 
could be conducted without substan-
tiallj' affecting the jirice. In addition, 
unsettling jiolitical (levelo[)ments 
abroad, such as the invasion of Czech
oslovakia and the strikes in France also 
oncoiiragod purchases of U.S. stocks. 

In 1969, the lower inflow was apjiar-
ently related to the fact that U.S. 
stock prices turned downward at the 
same time that other foreign share 
jirices, excejit those in the United 
Kingdom, ])erformed well. Also, Euro
dollar rates rose to 11 percent during 
1969 and provided an attractive alter-

Table 14.—Newly Issued Foreign Securities 
Sold to U.S. Residents 

[Millions of dollars] 

Issuer 

Total ' 

Canada 
Central government 
Provincial government-

guaranteed 
Municipal authorities. _. 
Corporate issues. _ 

Japan 
International organizations-
Less developed countries. . . 
other developed countries.. 

Memorandum items: 
New issues ot corporate stock 

included above 

U.S. direct investment enter
prises ' 

In Canada 
In less devclonod countries. _ 
In other developed countries. 

1,619 

1,007 

601 
160 
246 

14 
246 
352 

1068 

1,703 

049 

608 
101 
254 

3 
300 
320 
41 

364 
291 
63 

1,667 

1,270 
16 

616 
84 

664 

0 
164 
211 

14 

1970 
(Jan.-
June 

533 

219 
10 

168 

40 
06 
2 

114 
114 

1. New issues of U.S. direct investment enteiprises placed 
with other than parent aro not included with new issues but 
are recorded In tlie direct investment account. 

native for funds that might otherwise 
have been invested in U.S. equities. 

As U.S. stock prices drojijied pre-
cipituously in the first half of 1970, 
foreigners made net sales of $0.2 bfllion. 
The fact that sales were so small relative 
to the $19.6 billion in outstanding 
holdings at the end of 1969 suggests a 

Table 15.—Foreign Security Placements by U.S.-Incorporated Companies , by Type 

(Millions of dollars] 

1966' 
I l l 
IV 

1966 
I 
II 
III 
IV 

1967 
I 
11 
111 
IV 

1068 
I 
11 
III 
IV 

1960 
I 
11 
I l l 
IV 

1970* 
1 
11 

straight debt 

Dollars 

67 
20 
47 

161 
66 
61 
10 
45 

225 
60 
75 
70 
20 

278 
00 
15 
75 
US 

207 
85 

14 
108 

286 
106 
180 

Deutsclie 
marks 

56 

66 

66 

25 
31 

15 

15 

277 

19 
110 
148 

226 
63 

88 
75 

Payable in-

Swiss 
francs 

10 
10 

33 
11 
11 
11 

94 
12 
41 
14 
27 

77 
27 
14 
36 

28 
14 
14 

other 
currencies 

5 32 
s 15 
'17 

Convertible: Payable in— 

I5oilars 

76 

76 

182 
120 
62 

177 
20 
10 
50 
97 

1,640 
494 
626 
406 
114 

600 
232 

06 
87 
86 

80 
22 
58 

Deutsche 
marks 

190 

180 

10 

Other 
currencies 

2 44 

2 44 

<8 
<8 

T o t a l ' 

197 
20 

177 

609 
186 
293 
36 
86 

450 
91 

111 
131 
117 

2,189 
596 
601 
606 
387 

1,064 
407 
163 
225 
260 

434 
165 
269 

U.S OepattmenI ol Commerce, Otiice ot Business Economics 

* Six-inonth totul. 
1. These amounts dilTcr from buliince of payments figures which are net of placement costs. 
2. Payable In Britisli sterliuK. 
3. Payable in Dutch Kuildcrs. 
4. Payable in Swiss francs. 
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certain stability and long-term focus 
of foreign investments in U.S. equities. 

Bonds 

Foreign investments in U.S. bonds 
rose $0.6 billion in 1969, compared with 
$2.1 bfllion in 1968. Inflows of funds 
were $1.5 billion in 1969, down sharply 
from the $2.3 bfllion inflow in 1968. In 
addition, rising interest rates resulted 
in a $1.0 bfllion reduction in the value 
of outstanding holdings, compared with 
a reduction of only $0.2 bfllion in 1968. 

The drop in foreign purchases of U.S-
bonds largely reflected economic and 
institutional factors affecting U.S. cor
porate foreign borrowing. The large 
increase in new issues of securities sold 
abroad by U.S. corporations in recent 
years was partly in response to the 
Foreign Direct Investment Program. 
Under this program direct investments 
by U.S. companies whicli are financed 
by funds raised abroad are not subject 
to restriction. In 1968, when the pro
gram first became mandatory, U.S. 
corporations raised $2.1 billion from 
bond placements with foreign investors. 
In 1969, such issues fell, but they still 
amounted to $1.0 bfllion (table 15). 

A sharp tightening in the Eurobond 
market and national capital markets 
abroad was probably a major factor in 
the 1969 decline in these issues 
(chart 13). In addition, the general 
weakness and uncertainty in U.S. 
stock markets made new bond issues 
convertible into U.S. stock at a fixed 
price much less attractive to foreigners; 
such offerings were reduced from $1.5 
biflion in 1968 to $0.5 billion in 1969 
(table 15). The fact that U.S. corpor-
rations had nearly $1.0 biflion of unused 
proceeds of earlier borrowing at end 
1968, may have also discouraged fur
ther new issues in 1969. 

U.S. corporations continued to estab
lish Netherlands Antilles finance sub
sidiaries during the year as means for 
raising money in the Eurobond market. 
Tax considerations provided a major 
motive for establishing such subsid
iaries. Security issues by these subsid
iaries usually carry the guarantee of the 
U.S. parent company. For balance of 

payments purposes, these issues are 
considered net purchases of U.S. obliga
tions by foreigners only to the extent 
that the finance subsidiaries transfer the 
proceeds to the U.S. parent. During 
1969, $283 million of such proceeds 
were transferred to U.S. parents for 
either foreign or domestic use. 

In the first half of 1970, international 
bond issues by U.S. corporations de
clined further from 1969. Convertible 
issues were still depressed, and the very 
tight market conditions encouraged 
U.S. borrowers employing straight debt 
to reduce maturities to medium-term 
5-year notes. Also, floating rate instru
ments were utilized by two U.S. 
corporations, with the rate on the issues 
pegged to the 6 months Eurodollar 
interbank rate with a minimum rate 
clause. Such instruments are designed 
to avoid long-term commitments at 
record high interest rates. 

In 1969, foreign transactions in 
outstanding securities (including U.S. 
Government agency bonds) somewhat 
offset the decline in new issues. The 
World Bank increased its net purchases 
of U.S. agency bonds by $0.2 billion to 
$0.3 billion. Furthermore, foreigners 
increased their purchases of other 
outstanding U.S. bonds from $30 mil
lion in 1968 to $182 million as U.S. 
bond yields moved substantially up
ward. In the first half of 1970, net 
purchases of agency bonds and of other 
outstanding U.S. bonds amounted to 
$188 million and $178 mfllion, 
respectively. 

Technica l Note 

The various direct investment earnings 
itenis, including those shown in tables 60, 
D & E, aro defined below and their derivation 
and relationship to each other are detailed. 

Item and definition 

1. Not earnings ot foreign corporations: 
The U.S. parents' equity in the earnings of 
their foreign subsidiaries after provision for 
foreign income taxes, preferred dividends, 
and interest payments. 

2. Net earnings of foreign branches: The 
earnings of foreign branches of U.S. companies 
after foreign income taxes, but before de
pletion charges and U.S. taxes. Included with 
not earnings of branches aro the U.S. share 
in the net earnings of foreign partnerships, 
solo proprietorships and other types of foreign 
organizations. All branch earnings are as

sumed to be repatriated to the United States 
and thus are balance of payments flow items. 
To the extent that branch earnings are left 
abroad they are implicitly entered as off
setting capital outflows. 

3. Earnings: Net earnings of foreign cor
porations plus net earnings of foreign branches. 

4. Gross dividends on common stock: 
Dividends paid out by foreign corporations 
before deduction of withholding taxes paid 
to foreign governments. 

5. Foreign withholding tax; A tax withheld 
on the payment of dividends as distinguished 
from income taxes which are imposed on the 
earnings of a business. Taxes are also with
held by the payor on payments of interest 
and preferred dividends but both interest and 
preferred dividends are reported to the Bal
ance of Payments Division on a net basis and, 
therefore, our data on withholding taxes relate 
only to those on common stoclc dividends. 

6. Dividends: Dividends on common or 
voting stock only, net of foreign withholding 
taxes; dividends are included in income as 
balance of payments flow items. 

7. Preferred dividends: Dividends received 
on perferencc or non-voting shares after 
deduction of any foreign withholding taxes. 
Preferred dividends are included in income as 
balance of payments flow items. Preferred 
dividends are treated like interest in these 
accounts even though on the foreign company's 
books they are not charged as an expense. 

8. Interest: The net interest received on 
intercompany accounts or on long-term debt 
of foreign affiliates held by the parent or other 
nonbank U.S. investors, after deduction of 
any foreign withholding taxes. Interest is not 
included in earnings since it is deducted as an 
expense item by the foreign firm, but, it is 
included in income as a balance of payments 
flow item. 

9. Income: The sum of dividends, preferred 
dividends, and interest received by or credited 
to the account of the U.S. owner—all net 
after foreign withholding taxes—plus branch 
earnings after foreign taxes; all before U.S. 
taxes. 

10. Reinvested earnings: Net earnings of 
foreign corporations less gross dividends on 
common stock. 

11. Adjusted earnings: The benefits of 
ownership accruing to a U.S. foreign direct 
investor after all foreign taxes, including with
holding taxes, have been paid; this is com
prised of (1) funds returned to the United 
States as income in the form of dividends, pre
ferred dividends, branch profits, and interest, 
phis (2) funds left abroad to increase the 
investor's equity in tho foreign enterprise as a 
reinvestment of earnings. 

Derivation and relationship based 
preliminary data 

[Millions of dollars) 

1. Not earnings ot foreign corporations- 6,381 
2. Not earnings of foreign branciics 2,574 
3. Earnings 7,055 = 

4. GrossdividendsConcommonstoek). 2,810 = 
6. Foreign witliliolding tax (on com

mon stock) 282 
0. Dividends (on common stock) 2,607 = 

7. Preferred dividends 17 
8. Interest 481 
0. Income 5,030 = 

10. Keinvested earnings 2,532 = 
or 

11. Adjusted earnings 8,171 = 

on 1969 

reported 
reported 
1+2 

6+0 

reported 
4 - 5 
(reported) 

reported 
reported 
2+0+7+8 

1-4 
3 - 2 - 4 
0+10 
3+7+8-6 . 


